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HARTY, JR. 
Proceedings dismissed on ground | 
that charges against respondents not 
sustained. 
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SECURITIES ACT OF 1933 
Release No. 6134/October 5, 1979 
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In the Matter of 


PRICE WATERHOUSE & CO’ RETIREMENT 
INCOME PLAN FOR PARTNERS AND 
PRINCIPALS 

1251 Avenue of the Americas 

New York, NY 10020 


(18-13) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE PRICE 
WATERHOUSE & CO. RETIREMENT INCOME PLAN 
FOR PARTNERS AND PRINCIPALS 


Price Waterhouse & Co., a public accounting firm 
organized as a partnership under the laws of New 
York, by letters dated September 29, 1977 and 
August 7, 1979, applied for an exemption from the 
registration requirements of the Securities Act of 
1933 (‘‘Act’’) for interests or participations issued in 
connection with the Price Waterhouse & Co. Retire- 
ment Income Plan for Partners and Principals 
(“Plan’’). 


On September 11, 1979, a notice was issued 
(Securities Act Release No. 6122) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
hearing has been requested and the Commission has 
not ordered a hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participations issued in 
connection with the Plan shall not be subject to the 
requirements of Section 5 of the Act, effective 
forthwith. 


For the Commission by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16238/October 4, 1979 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike the 
common stock (Par Value $15) of COOK, PAINT & 
VARNISH COMPANY from listing and registration 
thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16239/October 4, 1979 


In the Matter of 


COMBINED COMMUNICATIONS 
CORPORATION 


File No. 81-576 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until Oct. 22, 1979 
to request a hearing on an application by Combined 
Communications Corporation, (the ‘‘Applicant’’) 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, as amended, for an order exempting the 
Applicant from the provisions of Sections 13 and 
15(d) of such Act. 


Effective June 7, 1979, a wholly-owned subsidiary of 
Gannett Co., Inc. (‘“Gannett’’) was merged into the 
Applicant with the result that Gannett is now the only 
shareholder of the Applicant. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16240/October 4, 1979 





In the Matter of 


MWA Company 


File No. 81-569 


NOTICE OF APPLICATION PURSUANT TO 
SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until Oct. 22, 1979 
to request a hearing on an application by MWA 
Company (the ‘‘Applicant’’), pursuant to Section 
12(h) of the Securities Exchange Act of 1934, for an 
order exempting the: Applicant from filing periodic 
reports pursuant to Section 15(d) of the Securities 
Exchange Act of 1934. 


On June 22, 1979, the Applicant became a wholly 
owned subsidiary of Mitchell Corporation, as a result 
of a merger. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16241/October 4, 1979 


In the Matter of 


INDIANA GROUP. INC: 


NOTICE OF APPLICATION PURSUANT TO 
SECTION 12(h) OF THE SECURITIES ExX- 
CHANGE ACT OF 1934, AND OPPORTUNITY 
FOR HEARING 


The Securities and Exchange Commission has issued 
a notice giving interested persons until Oct. 22, 1979 
to request a hearing on an application by Indiana 
Group, Inc. pursuant to Section 12(h) of the 
Securities Exchange Act of 1934 for an order exempt- 
ing the Applicant from the reporting requirements of 
Section 15(d) of that Act. 


As a result of Applicant’s merger on April 23, 1979 
ith ND Corporation, Applicant became a wholly- 
ned subsidiary of National Distillers and Chemical 


Corporation. There is no longer any market for 
Applicant's stock. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16242/October 4, 1979 


In the Matter of 


F-B TRUCK LINE COMPANY 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until Oct. 22, 1979 
to request a hearing on an application by F-B Truck 
Line Company (‘‘Applicant’’), pursuant to Section 
12(h) of the Securities Exchange Act of 1934, for an 
order exempting Applicant from the provisions of 
Section 15(d) of that Act. 


On July 6, 1979, Applicant became a wholly-owned 
subsidiary of Eagle Motor Lines, Inc. Applicant's 
stock is no longer publicly held. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16243/October 4, 1979 


In the Matter of 


EMPIRE FIRE & MARINE INSURANCE 
COMPANY 


File No. 81-586 
APPLICATION PURSUANT TO SECTION 12(h) 
The Securities and Exchange Commission has issued 


a notice giving interested persons until Oct. 22, 1979 
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to request a hearing on an application by Empire Fire 
& Marine Insurance Company (‘Applicant’), a 
subsidiary of Zurich Insurance Company, pursuant to 
Section 12(h) of the Securities Exchange Act of 1934 
(‘1934 Act’’), for an order exempting Applicant from 
the reporting requirements of Section 15(d) of the 
1934 Act. 


The United States Branch of Zurich Insurance 
Company, a Swiss corporation owns in excess of 
98% of the outstanding common stock of Applicant 
and as of May 31, 1979 there were 157 shareholders 
of Applicant’s common stock in addition to Zurich. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16244/October 4, 1979 


In the Matter of 


WELLTECH, INC. 


File No. 81-562 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until Oct. 22, 1979 
to request a hearing on an application by Welltech, 
Inc. (‘Applicant’), pursuant to Section 12(h) of the 
Securities Exchange Act of 1934 for an order 
exempting Applicant from the provisions of Sections 
13 and 15(d) of that Act. 


The Applicant, pursuant to a Delaware short-form 
merger on June 6, 1979 has only two shareholders 
and no longer has any publicly traded securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16245/October 4, 1979 


In the Matter of 
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MARGO’S LA MODE, INC. 


File No. 81-573 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until Oct. 22, 1979 
to request a hearing on an application by Margo’s La 
Mode, Inc. (the ‘‘Applicant’’) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as 
amended (the ‘‘Act’’), for an order exempting the 
Applicant from the provisions of Sections 13 and 
15(d) of the Act. 


On July 26, 1979, the Applicant became wholly- 
owned by a subsidiary of Alexander's Inc., and as a 
result there is no trading in Applicant's securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16246/October 4, 1979 


In the Matter of 


HOUDAILLE INDUSTRIES, INC. 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued 
a notice giving interested persons until Oct. 22, 1979 
to request a hearing on an application by Houdaille 
Industries, Inc. pursuant to Section 12(h) of the 
Securities Exchange Act of 1934 for an order 
exempting the Applicant from the reporting require- 
ments of Sections 13 and 15(d) of that Act. 


On May 1979, the Applicant became a wholly-owned 
subsidiary of HH Holdings, Inc., a privately held 
company, and there is no trading in the Applicant's 
common stock. 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 16247/October 4, 1979 


In the Matter of 


AMERICAN INTERNATIONAL PICTURES, INC. 


File No. 81-571 


NOTICE OF APPLICATION PURSUANT TO 
SECTION 12(h) OF THE SECURITIES EXCHANGE 
ACT OF 1934, AND OPPORTUNITY FOR 
HEARING 


The Securities and Exchange Commission has issued 
a notice giving interested persons until Oct. 22, 1979 
to request a hearing on an application by American 
International Pictures, Inc., pursuant to Section 12(h) 
of the Securities Exchange Act of 1934, for an order 
exempting the Applicant from the reporting require- 
ments of Sections 13 and 15(d) of that Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16248/October 4, 1979 


Administrative Proceeding File No. 3-5821 


In the Matter of 


STANLEY A. MORGAN 
25221 Cinnamon Road 
El Toro, California 


ORDER INSTITUTING PROCEEDINGS AND 
IMPOSING REMEDIAL SANCTIONS 


In connection with an anticipated administrative 
proceeding, Stanley A. Morgan (‘‘Morgan’’), a 
registered representative with a registered broker- 
dealer, has submitted an Offer of Settlement which 
the Commission has determined to accept. Solely for 
the purpose of these proceedings and any other 


proceedings pursuant to Sections 15(b), 15A and 
19(h) of the Securities Exchange Act of 1934 
(“Exchange Act’’), and without admitting or denying 
the findings herein, Morgan consents to the findings 
and sanction set forth below. 


Accordingly, IT IS ORDERED that proceedings 
pursuant to Sections 15(b) and 19(h) of the Exchange 
Act be, and they hereby are, instituted. On the basis 
of this Order for Proceedings and the Offer of Settle- 
ment, it is found that during the period from on or 
about October 1, 1974 to on or about August 6, 1976, 
Morgan wilfuily violated Section 17(a) of the 
Securities Act of 1933 and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder in 
connection with transactions in the securities of 
Swanton Corporation (‘‘Swanton’’) in that he failed 
to disclose his receipt of compensation from 
Swanton during the time he was recommending the 
purchase of Swanton stock. 


In view of the foregoing it is in the public interest to 
impose the sanctions specified in the Offer of 
Settlement. 


Accordingly, IT |S ORDERED that Morgan be, and he 
hereby is, suspended from association with any 
broker, dealer, investment company or investment 
adviser for a period of sixty (60) days. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16249/October 5, 1979 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY MIDWEST 
SECURITIES TRUST COMPANY 


File No. SR-MSTC-79-2 


The Midwest Securities Trust Company (‘’MSTC’’) 
submitted on September 21, 1979, a proposed rule 
change under Rule 19b-4 to increase the number of 
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members of the Board of Directors of the Corpora- 
tion. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days 
of the filing of such proposed rule change, the 
Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise 
in furtherance of the purposes of the Securities 
Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of October 8, 
1979. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, DC 20549. Reference should be made to 
File No. SR-MSTC-79-2. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications re- 
lating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. 8552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D:C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16250/October 5, 1979 
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NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY STOCK CLEARING CORPORATION 
OF PHILADELPHIA 


File No. SR-SCCP-79-13 


The Stock Clearing Corporation of Philadelphia 
submitted on September 21, 1979, a proposed rule 
change under Rule 19b-4 to establish a monthly 
verification procedure for statements received by 
members for each type of account they maintain. 


Publication of the submission is expected to be made 
in the Federal Register during the week of October 8, 
1979. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, DC 20549. Reference should be made to 
File No. SR-SCCP-79-13. 


Copies of the sumbission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission, and of all written communications relating to 
the proposed rule change between the Commission 
and any person, other than those which may be with- 
held from the public in accordance with the pro- 
visions of 5 U.S.C. 8552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washginton, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 16251/October 5, 1979 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE OPTIONS CLEARING CORPO- 
RATION 


File No. SR-OCC-79-6 


The Options Clearing Corporation (‘YOCC’’) submitted 
on September 25, 1979, a proposed rule change 
under Rule 19b-4 to provide a third-party pledge 
system for writers of put options. Under the 
proposed rule change, a put writer who deposits cash 
with a bank, which then invests it in treasury bills, 
could instruct the bank to deposit the treasury bills 
with a securities depository, with instructions to 
transfer or pledge them to OCC for the account of 
the Clearing Member carrying the writer’s short 
position, reducing the Clearing Member’s margin 
requirement accordingly. 


Publication of the submission is expected to be made 
in the Federal Register during the week of October 8, 
1979. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, DC 20549. Reference should be made to 
File No. SR-OCC-79-6. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. 8552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16252/October 5, 1979 


Orders have been issued granting the applications of 
the New York Stock Exchange, Inc. to strike the 
common stocks of: MAREMONT CORPORATION 
(Par Value $1) and CONTINENTAL ILLINOIS 
REALTY (Par Value $1) from listing and registration 
thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16253/October 5, 1979 


In the Matter of 


PHILADELPHIA STOCK EXCHANGE: INC: 
17th Street and Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


(File No. Phix-79-7) 


NOTICE OF FILING OF PROPOSED RULE 
CHANGES BY THE PHILADELPHIA STOCK 
EXCHANGE, INC. AND ORDER EXTENDING 
THE TIME PERIOD WITHIN WHICH THE COM- 
MISSION MUST TAKE ACTION ON THE 
PROPOSED RULES 


The Philadelphia Stock Exchange, Inc. (‘’PhIx’’) sub- 
mitted on September 24, 1979 proposed rule changes 
under Rule 19b-4 in response to certain of those 
recommendations made by the Commission’s Special 
Study of the Options Markets which the Commission 
requested the self-regulatory organizations which 
currently list and trade standardized options or which 
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have proposed to list and trade standardized options 
to implement before further expansion of the 
standardized options markets can be permitted. 


Publication of the submission is expected to be made 
in the Federal Register during the week of October 9, 
1979. In order to assist the Commission to determine 
whether to approve the proposed rule changes or 
institute proceedings to determine whether the 
proposed rule changes should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission by 
November 2, 1979. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 Capitol Street, Washing- 
ton, D.C. 20549. Reference should be made to File 
No. SR-PhIix-79-7. 


The Commission has determined that it is necessary 
and appropriate to provide additional time for public 
comment on and Commission consideration of the 
proposed rule changes. Because the subject filing 
contains numerous rule proposals which, if approved, 
would affect significantly the operation of the 
standardized options markets, the Commission 
believes that additional time is necessary to enable 
commentators to address meaningfully the substance 
of the proposals and to enable the Commission to 
give the proposals the careful consideration they 
warrant before determining whether to approve the 
proposals or to initiate proceedings to determine 
whether they should be disapproved. 


Accordingly, the Commission, pursuant to Section 
19(b)(2) of the Act, hereby extends until 90 days from 
the date of publication of notice of filing of the 
proposed rule changes captioned above, the time 
period within which the Commission must either 
approve the proposed rule changes or institute 
proceedings to determine whether the proposed rule 
changes should be disapproved. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule changes which are filed with the 
Commission, and of all written communications 
relating to the proposed rule changes between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. 8552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 


amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16254/October 5, 1979 


In the Matter of 


MIDWEST STOCK EXCHANGE, 
INCORPORATED 

120 South LaSalle Street 

Chicago, Illinois 60603 


(File No. SR-MSE-79-18) 


NOTICE OF FILING OF PROPOSED RULE 
CHANGES BY THE MIDWEST STOCK EX- 
CHANGE, INCORPORATED AND ORDER EX- 
TENDING THE TIME PERIOD WITHIN WHICH 
THE COMMISSION MUST TAKE ACTION ON 
THE PROPOSED RULES 


The Midwest Stock Exchange, Incorporated (‘‘MSE”’) 
submitted on September 26, 1979 proposed rule 
changes under Rule 19b-4 in response to certain of 
those recommendations made by the Commission’s 
Speical Study of the Options Markets which the 
Commission requested the self-regulatory organiza- 
tions which currently list and trade standardized 
options or which have proposed to list and trade 
standardized options to implement before further 
expansion of the standardized options markets can be 
permitted. 





lsee Securities Exchange Act Release No. 15575 
(February 22, 1979), Section I. 
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lsee Securities Exchange Act Release No. 15575 
(February 22, 1979), Section |. 





Publication of the submission is expected to be made 
in the Federal Register during the week of October 9, 
1979. In order to assist the Commission to determine 
whether to approve the proposed rule changes or 
institute proceedings to determine whether the 
proposed rule changes should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission by 
November 2, 1979. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-MSE-79-18. 


The Commission has determined that it is necessary 
and appropriate to provide additional time for public 
comment on and Commission consideration of the 
proposed rule changes. Because the subject filing 
contains numerous rule proposals which, if approved, 
would affect significantly the operation of the 
standardized options markets, the Commission 
believes that additional time is necessary to enable 
commentators to address meaningfully the substance 
of the proposals the careful consideration they 
warrnat before determining whether to approve the 
proposals or to initiate proceedings to determine 
whether they should be disapproved. 


Accordingly, the Commission, pursuant to Section 
19(b)(2) of the Act, hereby extends until 90 days from 
the date of publication of notice of filing of the 
proposed rule changes captioned above, the time 
period within which the Commission must either 
approve the proposed rule changes or institute 
proceedings to determine whether the proposed rule 
changes should be disapproved. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule changes which are filed with the 
Commission, and of all written communications relat- 
ing to the proposed rule changes between the Com- 
mission and any person, other than those which may 
be withheld from the public in accordance with the 
provisions of 5 U.S.C. 8552, will be available for 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16255/October 5, 1979 


In the Matter of 
MIDWEST STOCK EXCHANGE, INC. 


For Unlisted Odd-lot Trading Privileges in Certain 
Securities 


NOTICE OF APPLICATION FOR UNLISTED 
ODD-LOT TRADING PRIVILEGES AND OF 
OPPORTUNITY FOR HEARING 


The above-named national securities exchange has 
filed an application with the Securities and Exchange 
Commission pursuant to Section 12(f)(1)(B) of the 
Securities Exchange Act of 1934 and Rule 12f-1 
thereunder, for unlisted odd-lot trading privileges in 
the securities of the companies set forth below: 


Family Dollar Stores, Inc., Common Stock ($.10 Par 
Value); Presley Company, Common Stock ($.1875 
Par Value); Western & Continental Airlines, Common 
Stock ($1.00 Par Value); and South Atlantic Financial 
Corporation, Common Stock ($.01 Par Value). 


The above companies’ securities are among those 
listed and registered on the New York Stock 
Exchange, Inc. (““NYSE’’) that currently are not listed 
or admitted to unlisted trading pemoges on the 
Midwest Stock Exchange, Inc. (““MSE”’). 


Upon receipt of a request, on or before October 30, 
1979 from any interested person, the Commission will 
determine whether the application with respect to 
any or all of the securities named shall be set down 
for hearing. Any such request should state briefly the 





1See Securities Exchange Act Release Nos. 14800 
(May 25, 1978), 15906 (June 8, 1979), and 16156 
(August 31, 1979). 
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title of the security to which the request pertains, the 
nature of the interest of the person making the 
request and the position that such person proposes 
to take at a hearing, if ordered. In addition, any 
interested person may submit his views or any 
additional facts bearing on the said application by 
means of a letter addressed to the Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549 not later than the date specified. 
Reference should be made to File No. 7-5110. If no 
one requests a hearing with respect to the particular 
application, such application will be determined by 
order of the Commission on the basis of the facts 
stated therein and other information contained in the 
Commission's official files pertaining thereto. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16256/October 9, 1979 


NOTICE OF WITHDRAWAL OF PROPOSED 
RULE CHANGE BY THE NEW YORK STOCK 
EXCHANGE 


File No. SR-NYSE-75-4 


The New York Stock Exchange, Inc. (‘’NYSE’’) by 
letter dated July 23, 1979, withdrew a proposed rule 
change which had been submitted on October 7, 
1975, pursuant to Section 19b of the Securities 
Exchange Act of 1934 (the “Act’’) and Rule 19b-4 
thereunder. The proposal would have altered the 
composition of the NYSE’s Board of Directors by 
adding four additional securities industry directors. 
Initially, the NYSE’s membership approved the 
proposed amendments to the NYSE’s Constitution, 
over the Board of Directors’ opposition. The mem- 
bership rescinded its approval of the proposed 
amendments, however, by special vote on May 27, 
1976. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16257/October 9, 1979 


In the Matter of 


BOSTON STOCK EXCHANGE CLEARING 
CORPORATION 

53 State Street 

Boston, MA 02109 


(SR-BSECC-79-6) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


|. Introduction 


On June 27, 1979, the Boston Stock Exchange Clear- 
ing Corporation (““BSECC”) filed with the Commis- 
sion, pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934 (Act’),! and Rule 19b-4 
thereunder,“ copies of a proposed rule change 
(“Permanent Rule Change’’) which would impose a 
charge of two cents per share (‘Permanent charge’’) 
on BSECC members? that clear and settle transac- 
tions which result from commitments to trade sent 
from the BSE to another market center through the 
Intermarket Trading System (“ITS’’).4 





115 U.S.C. § 78s(b)(1). 
217 C.F.R. § 240.19b-4. 


3The BSECC is a wholly-owned subsidiary of the 
Boston Stock Exchange, Inc. (‘‘BSE’’). 


4The ITS links participating market centers and pro- 
vides facilities and procedures for (1) routing of com- 
mitments to trade and administrative messages 
between and among participants, and (2) participa- 
tion, under certain conditions, by members of all 
participating markets in opening transactions in the 





Notice of the proposed Permanent Rule Change 
together with its terms of substance was given by 
publication of a Commission release? and by publica- 
tion in the Federal Register.® In addition, the 
Commission's staff solicited comments from the 
other market centers participating in the ITS.7 
Further, the BSECC notified its own members and 
members of the BSE of the proposed Permanent Rule 
Change.8 All written statements regarding the 
proposed Permanent Rule Change which were filed 
with the Commission and all written communications 
relating to the proposed Permanent Rule Change 
between the Commission and any person were 
considered and were made available to the public at 





(Footnote 4, continued) 


primary markets. The ITS is operated pursuant to the 
‘Plan Submitted to Securities and Exchange 
Commission for the Purpose of Creating and 
Operating an Intermarket Communications Linkage 
Pursuant to Section 11A(a)(3)(B) of the Securities 
Exchange Act of 1934," (March 1978), as amended 
April 25, July 1, and November 30, 1978, (“ITS 
Plan’’), contained in File No. 4-208. See Securities 
Exchange Act Release Nos. 14661 (April 14, 1978), 
15058 (August 11, 1978), 16074 (August 2, 1979) & 
16214 (September 21, 1979), 43 FR 17419 & 36732, 
44 FR 47419 & 


5Securities Exchange Act Release No. 16002 (July 
10, 1979). 


644 FR 41364 (July 16, 1979). 


7Letters from George T. Simon, Assistant Director, 
Division of Market Regulation, dated July 16, 1979, 


to: Stephen L. Williams, Vice President, Planning 
Division, American Stock Exchange, Inc. (““Amex’’); 
Kenneth |. Rosenblum, Senior Vice President and 
General Counsel, Midwest Stock Exchange, Inc. 
(“MSE”); Christopher Keith, Senior Vice President, 
New York Stock Exchange, Inc. (“NYSE”); Charles 
Foreman, First Vice President, Equities Trading 
Division, Pacific Stock Exchange, Inc. (‘‘PSE’’); and 
Nicholas A. Giordano, Executive Vice President, 
Philadelphia Stock Exchange, Inc. (‘Phix’’). These 
letters are contained in File No. SR-BSECC-79-6. 


8BSECC Participant Bull., No. 79-2, to Members of 
BSE and BSECC, from BSECC, re Fee for Clearance 
and Settlement of Transactions Executed via the ITS, 
dated July 26, 1979, contained in File No. 
SR-BSECC-79-6. 


the Commission’s Public Reference Room.2 As 
discussed more fully below, the Commission has 
determined to approve the proposed Permanent Rule 
Change. 


ll. Background 


On September 26, 1978, the Commission issued an 
order (‘Order’) summarily abrogating a rule change 
filed by the BSECC which had permitted the imposi- 
tion of a charge (“Original Charge’’) on BSECC 
members of two cents per share plus one day's 
interest on the value of the securities traded for 
transactions effected through the ITS.10 The 
Commission's action reflected several considerations. 
First, the rule change seeking to impose the Original 
Charge was filed pursuant to Section 19(b)(3)(A) of 
the Act and thereby became effective upon filing with 
the Commission. Thus, the Commission did not have 
time to develop an adequate record for review of the 
proposed rule change by providing other interested 
parties, notably other participants in the ITS, with an 
opportunity to comment on the proposed rule 
change. This concern was exacerbated because an 
organization representing specialists on the BSE had 
expressed opposition to the Original Charge. 1 The 
Commission therefore directed the BSECC that, “‘if [it 
chose] to refile’’ a proposed rule change to ‘‘do so 
pursuant to Section 19(b)(2) of the Act’’ which 
provides that a proposed rule change will not become 
effective until it has been approved by the Commis- 
sion after an opportunity for public notice and 
comment. '* In addition, the Order also noted the 





9The BSECC consented to an extension of the time 
period applicable to Commission consideration of the 
Proposed Permanent Rule Change until October 9, 
1979. Letter from James A. P. Homans, Peabody & 
Arnold, attorneys for BSECC, to Brandon Becker, 
Division of Market Regulation, dated July 30, 1979, & 
letter from Howard M. Sticklor, Peabody & Arnold, 
to Brandon Becker, Division of Market Regulation, 
dated August 24, 1979. These letters are contained in 
File No. SR-BSECC-79-6. 


10Securities Exchange Act Release No. 15192 
(September 26, 1978), 43 FR 46391. The rule change 
imposing the Original Charge became effective upon 
filing with the Commission pursuant to Section 
19(b)(3)(A) of the Act. Notice of the rule change was 
provided by Securities Exchange Act Release No. 
15120 (September 1, 1978), 43 FR 30968. 


11Order, id., at 3, 43 FR at 46392. 


12/, (footnotes omitted). 
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Commission's concern that the Original Charge might 
act as distincentive to the use of the ITS and raised 
“important questions relating to the Commission's 
statutory responsibility to facilitate the establishment 
of a national market system.” 


On March 8, 1979, the BSECC filed with the Commis- 
sion a temporary rule change to impose a revised 
version of the Original Charge which assessed a two 
cents per share fee on transactions effected through 
the ITS.14 The BSECC delayed the implementation 
of this charge until approximately March 26, 1979, to 
provide its members with notice of the charge. On 
April 9, 1979, the BSECC filed another rule change to 
provide that the charge would only apply to commit- 
ments to trade sent from the BSE (‘Revised 
Charge’). 15 


The BSECC’s proposed Permanent Rule Change 
which is the subject of this order would, in effect, 
adopt the Revised Charge on a permanent basis. 
Section 19(b)(2) requires “‘[t]lhe Commission [to] 
approve a proposed rule change if it finds that such 
proposed rule change is consistent with the require- 
ments of [the Act] and the rules and regulations 
thereunder .. .,’"'9 and to disapprove a proposed 
rule change if it is unable to make such finding. 





13), 


14See Securities Exchange Act Release No. 15703 
(April 4, 1979), 44 FR 21822. The March 8, 1979 rule 
change became effective upon filing with the Com- 
mission pursuant to Section 19(b)(3)(A). 


15see Securities Exchange Act Release Nos. 15903 
(June 6, 1979) & 16222 (September 28, 1979) 44 FR 
34673 & . The Revised Charge became effec- 
tive upon filing with the Commission pursuant to 


Section 19(b)(3)(A). The Revised Charge expires on 
October 9, 1979. 


16 Section 19(b)(2) of the Act. In considering whether 
the Permanent Charge is consistent with the Act, the 
Commission must consider, among other matters, 
Section 11A of the Act which directs the Commission 
to facilitate the development of a national market 
system. Regarding the role the ITS may play in a nat- 
ional market system, the Commission has stated that 


“the ITS .. . offer[s a] valuable opportunit[y] for 
increased competition and for the Commission and 
the brokerage community to assess the ability of 
[a] . . . market linkage system .. . to integrate 
trading in physically separate locations and to 
observe the effect... of thlis] market linkage 
system ... on the operation of the markets.” 
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lll. Discussion 


In response to the publication of the proposed 
Permanent Rule Change, the Commission received 
comments from the BSECC, three ITS participants 
and a group of BSE members. The BSECC predicted 
that the Permanent Charge would have “‘little, if any, 
adverse effect upon [BSE’s] participation in 
ITS .. .”"17 The Amex stated that because “‘we have 
seen no evidence that the [Revised C]harge . . . has 
discouraged BSE members from sending commit- 
ments to trade through ITS, we have no objection’ 
to the Permanent Charge. '8 The NYSE concurred 
that the Revised Charge had not acted as a disincen- 
tive to the use of ITS and did not object to the 
Permanent Charge. ! 


The BSE Independent Dealers Association, Inc. 
(‘Dealers Association’), which represents approxi- 
mately 16 of the 18 specialists on the BSE, submitted 
the only comment in opposition to the Permanent 
Charge.20 The Dealers Association contended that 





(Footnote 16, continued) 


Securities Exchange Act Release No. 15671, at 12, 
(March 22, 1979) (‘Status Report’’), 44 FR 20360, 
20361. See also Securities Exchange Act Release No. 
16214 (September 21, 1979), 44 FR 


17Securities Exchange Act Release No. 16002, at 5, 
(July 10, 1979) 44 FR at 41365. 


181 etter from Robert J. Birnbaum, President, Amex, 
to George A. Fitzsimmons, Secretary, SEC, dated 
September 13, 1979, at 2, contained in File No. 
SR-BSECC-79-6. 


191 etter from Christopher Keith, Senior Vice Presi- 
dent, NYSE, to George T. Simon, Assistant Director, 
Division of Market Regulation, at 1, dated August 16, 
1979, (‘‘NYSE Letter’’), contained in File No. 
SR-BSECC-79-6. Although the Phlix did not comment 
specifically on the BSECC’s Permanent Charge, it did 
support ‘‘a self-regulatory organization’s ability to 
assess this type of charge for costs it incurs in 
pursuing the goals of a national market system.” 
Letter from Nicholas A. Giordano, Executive Vice 
President, Phix, to George A. Fitzsimmons, 
Secretary, SEC, at 1, dated August 17, 1979, (’’Phix 
Letter’), contained in File No. SR-BSECC-79-6. 


201 etter from Richard Warner, Dealers Association, 
to Division of Market Regulation, dated August 14, 
1979, (‘‘Dealers Association Letter’’), contained in 
File No. SR-BSECC-79-6. 





“li]mposition of [the Revised Charge] has dis- 


couraged dual members of [the BSE] and other 
exchanges from using the facilities of the [BSE] 
through ITS” and that “the [Permanent Charge] will 
a, 


serve to discourage parties from becomin 
of the [BSE] and diminish its growth . . .” 


The Commission does not believe that it would be 
justified in concluding at this time that the proposed 
Permanent Rule Change is inconsistent with the 
development of a national market system. Commen- 
tators were divided on the effects of the Revised 
Charge on the use of the ITS, and the available 
information is inconclusive as to whether the Revised 
Charge has discouraged broker-dealers from using it. 
In addition, the Commission has seen no evidence 
which indicates that the Permanent Charge would 
induce brokers to execute transactions ‘‘at prices 
inferior to the quotations disseminated by other 
linked exchanges. . .”’ 


Moreover, the Commission wishes to stress that the 
ITS remains a pilot program designed to address the 
problems of market fragmentation and market maker 
competition. As such, the Commission believes that, 
as an initial matter, the ITS participants should be left 
free to finance that endeavor in the manner in which 
they see fit until such time as the Commission makes 
more generic findings in terms of the structure and 
financing of facilities of a national market system. 


More importantly, the Permanent Charge is not a 
direct ITS fee, but rather a clearance and settlement 
charge which results from the unique problems, 
discussed more fully below, that BSECC has 
encountered in clearing and settling ITS transactions 
with other clearing agencies. Thus, in light of the par- 
ticular circumstances in this special case, the Com- 





21d, at 1. At the request of the Commission’s 
staff, the BSECC provided additional information 
concerning ITS usage since imposition of the Revised 
Charge. Letters from James A. P. Homans, Peabody 
& Arnold, to Brandon Becker, Division of Market 
Regulation, dated September 5 and 21, 1979, con- 
tained in File No. SR-BSECC-79-6. Due to the short 
sample period involved and the possible existence of 
extraneous factors, the Commission believes that this 
data is inconclusive. 


22Status Report, supra note 16, at 31, 44 FR at 
20364. See Securities Exchange Act Release 


No. 16214, at 5, (September 21, 1979), 44 FR 





23 See text accompanying notes 30-36, infra. 


mission does not believe that the Permanent Charge 
is an inappropriate interim measure while the BSECC 
seeks to develop a more effective and efficient 
automated system. Nevertheless, the Commission 
expects the BSECC seeks to develop a more effective 
and efficient automated system. Nevertheless, the 
Commission expects the BSECC to continue to 
monitor the Permanent Charge’s implications for its 
participation in both the national market system24 
and the national clearance and settlement system. 


The Commission must also determine whether the 
Permanent Charge represents an ‘equitable allo- 
cation of reasonable dues, fees and other charges” 
among BSECC members.** The BSECC contends 


that the [Permanent Charge] is allocated 
fairly between participants in BSECC in that 
it is imposed upon all participants which 
make active use of the [ITS] by sending com- 
mitments to trade to another exchange rather 
than those whose offers are subject to 
acceptance by others from other exchanges 
through the ITS . . .and, therefore, have no 
choice in the matter. 


The NYSE argued ‘‘that any ITS participant exchange 
should be free to impose charges . . . as an expres- 
sion of the independent economic/business judgment 
that must and should rest with each _ individual 
exchange.” Similarly, the Phix argued that a 
self-regulatory organization ‘‘should be free to 
allocate its financial responsibility in the manner it 
considers advisable. Different financing consider- 
ations would and should apply . . . to each such” 
self-regulatory organization. 





24See also Securities Exchange Act Release No. 
16214, at 15, (September 21, 1979), 44 FR 


25See Sections 17A(b)(3)(D) and 17A(b)(3)(F) of the 
Act. Cf. Sections 6(b)(4) and 6(b)(5) of the Act. 


26Securities Exchange Act Release No. 16002 (July 
10, 1979), 5-6, 44 FR at 41365 (emphasis deleted). 


27NYSE Letter, supra note 19, at 1-2. 


28Phix Letter, supra note 19, at 2. Indeed, the ITS 
has been criticized because it does not involve user 
charges such as the proposed BSECC Permanent 
Charge. Letter from K. Richard B. Niehoff, President, 
Cincinnati Stock Exchange, Inc., to George A. 
Fitzsimmons, Secretary, SEC, dated July 24, 1979, 
contained in File No. SR-CSE-79-3. 
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On its face, the Permanent Charge appears to be 
reasonably related to separately identifiable clearance 
and settlement expenses BSECC incurs in clearing 
and settling ITS transactions. Although the Com- 
mission has not determined whether, as a general 
matter, user charges are an appropriate method to 
finance a possible national market system facility, 
the Commission is not prepared in the context of this 
specific proposed rule change, to find that this 
particular charge is inequitably allocated among 
BSECC members. 


Finally, the Commission must also find that the 
Permanent Charge is consistent with the establish- 
ment of a national clearance and settlement 
system.20Because the BSECC still uses a clearance 
and settlement system which is “‘on a trade-for-trade 
basis,’ ' the BSECC must incur certain expenses to 
make its system compatible with other clearing 
agencies. The ‘‘BSECC realizes that the [Permanent 
Charge] would not be required but for the incom- 
patibility between the’’ BSECC’s system and other 
systems. 32 Nevertheless, the BSECC contends that 
the Permanent Charge is consistent with a national 
clearance and settlement system because the BSECC 





29The Commission notes, however, that user charges 
are a common method of financing for self-regulatory 


organizations. See, e.g., SEC Directorate of 
Economic & Policy Research, Staff Report on the 
Securities Industry in 1978, at 64-65 (July 26, 1979) 
(During 1978, transactional or volume related charges 
accounted for 23% of the Amex’s 80% of the BSE’s 
72% of the MSE’s, 44% of the NYSE’s, 65% of the 
PSE’s and 81% of the Phix’s total revenues.); 
SEC Directorate of Economic and Policy Re- 
Research, Staff Report on the Securities Industry in 
1977, at 20 (May 2, 1978); Securities Exchange Act 
Release Nos. 16144 (August 28, 1979) & 15431 
(December 22, 1978), 44 FR 52772 & 1810. 


30See Section 17A of the Act. In addition, the Com- 
mission has set forth certain characteristics which, in 
its view, the national clearance and settlement 
system should meet in order to satisfy the require- 
ments of Section 17A. See Securities Exchange Act 
Release No. 13163 (January 13, 1977), at 21, 42 FR 
3916, 3920; Status Report, supra note 16, at 49 n.55, 
44 FR at 20367 n.55. 


31Securities Exchange Act Release No. 16002 (July 
10, 1979), at 2, 44 FR at 41364. 


32/9. at 4, 44 FR at 41364-65. 
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system allows ‘‘More entities access’”’ to the national 
clearance and settlement system “by serving its 
region,” i.e., “regional brokers who might have no 
need for [continuous net settlement] and many of 
whose customers are still used to dealing in stock 
certificates and the regional banks... . 33 In 
contrast, the Dealers Association contends that the 
Permanent Charge “will only give further encourage- 
ment to continue an incompatible system to remain 
‘status quo,’ [sic] rather than adapting to a new en- 
vironment. The [Permanent Charge] will serve to 
discourage parties from becoming members of the 
[BSE] and diminish its growth .. . . “34 


The Commission has stated that it ‘‘will seek during 
the coming year to complete [the development and 
expansion of interfaces] so that all broker-dealers and 
financial institutions participating in the national 
clearance and settlement system have one account 
processing.’’°Y The Commission shares the concern 
of the Dealers Association that approval of the Per- 
manent Charge might, through financial support of 
the BSECC’s current clearing system, delay the 
development of a BSECC clearance system providing 
a more fully effective and efficient automated inter- 
face between the BSECC and other clearing 
agencies. 


Notwithstanding this concern, however, and given 
the particularized costs which the BSECC must incur 
in clearing trades through the ITS, the Commission 
believes that the Permanent Charge is a reasonable 
interim measure, provided that the BSECC moves 
forward expeditiously with the development of an 
effective and efficient automated interface. More- 
over, the Commission has determined that certain of 
the questions raised by this charge are similar to 
questions which have been raised concerning the 
financing of currently existing interfaces between 
clearing agencies and, therefore, should be 
considered in a more general proceeding rather than 
in the context of a particular yeohlibie, geht 
organization’s proposed rule change filing. 6 Thus, 
the Commission does not believe that the proposed 





33/, at 5, 44 FR at 41365. 
34Dealers Association Letter, supra note 20, at 1. 


35Status Report, supra note 16, at 50, 44 FR at 
20367. 


36See Securities Exchange Act Release No. 14531 
(March 6, 1978), at 99 n.68, 43 FR 10288, 10302 n.68. 





Permanent Rule Change is the appropriate forum in 
which to resolve the various generic questions 
relating to interface fees in a national clearance and 
settlement system. 


lV. Conclusion 


Section 19(b)(2) requires the Commission to consider 
all the provisions of the Act and rules and regulations 
thereunder in reviewing a proposed rule change. Al- 
though the Commission believes that the sections of 
the Act discussed above are the primary sections 
applicable to this proposed rule change, the Com- 
mission has also considered other sections of the Act 
and rules and regulations thereunder which may be 
related to this proposed rule change and does not 
find that this proposed rule change is inconsistent 
with them. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to a 
national securities exchange and a registered clearing 
agency and, in particular, the requirements of 
Sections 6, 11A and 17A of the Act and the rules and 
regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above mentioned 
proposed rule change be, and it hereby is, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16258/October 10, 1979 


Admin. Proc. File No. 3-5104 


In the Matter of 


STANLEY RICHARDS 
9251 Fir Drive 
Thornton, Colorado 


LLOYD J. HARTY, JR. 
1500 Orchard Drive 
Golden, Colorado 


ORDER DISMISSING PROCEEDINGS 


The Division of Enforcement appeals from an admin- 
istrative law judge’s initial decision dismissing these 
proceedings with respect to Stanley Richards and 
Lloyd J. Harty, Jr. 


Respondents are charged with violation of antifraud 
provisions of the securities acts in connection with 
their participation in a Regulation A offering of the 
common stock of Chemex Corporation. It is alleged 
that respondents withheld a substantial portion of the 
Chemex offering from public distribution, placed the 
withheld stock in accounts which they and control 
persons of the issuer controlled, resold some of that 
stock to the public at prices in excess of the offering 
price, and used misleading offering circular which, 
among other things, failed to disclose these facts. | 


On the basis of an independent review of the record, 
we are unable to conclude that the charges against 
respondents have been sustained. 


Accordingly, IT |S ORDERED that these proceedings 
with respect to Stanley Richards and Lloyd J. Harty, 
Jr., be, and they hereby are, dismissed. 


By the Commission.2 


George A. Fitzsimmons 
Secretary 








TRespondents are also charged with violation of regi- 
stration provisions of the Securities Act based on the 
establishment of the antifraud violations. 


2Chairman Williams did not participate. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16259/October 10, 1979 


In the Matter of 


PIONEER FOOD INDUSTRIES, INC. 


File No. 81-557 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT. 


An order has been issued granting the application of 
Pioneer Food Industries, Inc. for an exemption, pur- 
suant to Section 12(h) of the Securities Exchange Act 
of 1934, from the reporting requirements of Section 
15(d) of that Act. It appears to the Commission that 
the exemption is consistent with the public interest 
and the protection of investors, in view of the fact 
that the company no longer has any public share- 
holders. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16260/October 10, 1979 


In the Matter of 


NATIONWIDE HOMES, INCORPORATED 
File No. 81-550 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Nationwide 
Homes, Incorporated (‘‘Applicant’), pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
for an exemption from the reporting requirements of 
Sections 13 and 15(d) of that Act. 


It appears to the Commission that the requested ex- 
emption is appropriate in the public interest, and 
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consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16261/October 10, 1979 


In the Matter of 


SAMBO’S RESTAURANTS, INC. 


File No. 81-337 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application made by Sambo’s 
Restaurants, Inc. on behalf of the Individual Rest- 
aurant Joint Ventures 1977-1978--1 through 200, 
Sambo’s Master Rotation Groups—! through VI and 
Sambo’s Restaurant Group — 1977-1978 (the ‘‘Appli- 
cants’’), pursuant to Section 12(h) of the Securities 
Exchange Act of 1934, for an exemption from filing 
10-K for the period ended December 31, 1977 as re- 
quired by the reporting requirements of Section 15(d) 
of that Act. 


Since the Applicants had sold no securities as of 
December 31, 1977 and in some cases had not yet 
begun operating, it appeared to the Commission that 
granting the requested exemption would not be 
inconsistent with the public interest or the protection 
of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16262/October 10, 1979 


In the Matter of 





SOUTHERN INDUSTRIES CORPORATION 


File No. 81-566 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Southern Indus- 
tries Corporation (the’‘Applicant’’) pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
as amended (the ‘1934 Act’’), for an exemption from 
the certain provisions of Sections 13 and 15(d) of the 
1934 Act. 


On June 1,.1979, the Applicant became a wholly 
owned subsidiary of Dravo Corporation. As a result, 
Applicant has no public shareholders and there is no 
trading market for its securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16263/October 10, 1979 


In the Matter of 


UNIVERSAL INSTRUMENTS CORPORATION 


File No. 81-558 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Universal 
Instruments Corporation (‘Applicant’), pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
for an exemption from the reporting requirements of 
Section 15(d( of that Act. 


Inasmuch as the Applicant no longer has any publicly 
owned securities, it appeared to the Commission that 


granting the exemption was not inconsistent with the 
public interest or the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16264/October 10, 1979 


In the Matter of 

FRIENDLY ICE CREAM CORPORATION 

File No. 81-509 

ORDER GRANTING APPLICATION PURSUANT TO 


SECTION 12(h) OF THAT ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Friendly Ice 
Cream Corporation (the ‘‘Applicant’’), pursuant to 


Section 12(h) of the Securities Exchange Act of 1934, 
for an exemption from the reporting requirements of 
Sections 13 and 15(d) of that Act. 


Since the Applicant has become a wholly-owned 
subsidiary of Hershey Foods Corporation as a result 
of a merger, it appeared to the Commission that 
granting the requested exemption would be appro- 
priate in the public interest, and consistent with the 
protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16265/October 10, 1979 


In the Matter of 


DATA DOCUMENTS, INC. 


File No. 81-572 
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ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Data Documents, 
Inc., for an exemption from the reporting 
requirements of Sections 13 and 15(d) of the 
Securities Exchange Act of 1934. It appears to the 
Commission that the requested exemption is 
consistent with the public interest and the protection 
of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16266/October 10, 1979 


In the Matter of 
DETECTO SCALES, INC’ 
File No. 81-495 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT. 


The Securities and Exchange Commission issued an 
order granting the application of Detecto Scales, Inc. 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, as amended (the ‘1934 Act’’), for an 
exemption from the reporting requirements of 
Sections 13 and 15(d) of the 1934 Act. 


On September 4, 1979 a notice was issued on the 
filing of said application giving interested persons an 
opportunity to request a hearing and stating that an 
order granting the application might be issued upon 
the basis of the information stated therein unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the public 
interest and consistent with the protection of in- 
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vestors and the purposes fairly intended by the policy 
and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16267/October 10, 1979 


TELENET CORPORATION 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Telenet Corp- 
oration, a Delaware corporation, pursuant to Section 
12(h) of the Securities Exchange Act of 1934 for an 
exemption from the reporting requirements of 
Sections 13 and 15(d) of that Act. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the public 
interest, and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16268/October 10, 1979 


In the Matter of 
TRATEC INCORPORATED 
File No. 81-549 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission issued an 
order granting the application of Tratec Incorporated 





pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, as amended (the ‘’1934 Act’’), for an ex- 
emption from the reporting requirements of Sections 
13 and 15(d) of the 1934 Act. 


On September 4, 1979 a notice was issued on the 
filing of said application giving interested persons an 
opportunity to request a hearing and stating that an 
order granting the application might be issued upon 
the basis of the information stated therein unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the public 
interest and consistent with the protection of inves- 
tors and the purposes fairly intended by the policy 
and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16269/October 10, 1979 


File No. 81-537 


In the Matter of 


1225 MAPLE CORPORATION (FORMERLY AMT 
CORPORATION) : 


ORDER GRANTING APPLICATION PURSUANT TO 
‘SECTION 12(h) OF THAT ACT 


The Securities and Exchange Commission has issued 
an order granting the application of 1225 Maple 
Corporation (the “‘Applicant’’) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as 
amended (the ‘1934 Act’’) for an exemption from the 
reporting requirements of Sections 13 and 15(d) of 
the 1934 Act. 


Since, as a result of a plan of liquidation approved by 
Applicant’s shareholders, each shareholder became 
entitled to receive a pro-rata distribution of cash for 
his shares, it appeared to the Commission that 


granting the requested exemption would not be 
inconsistent with the public interest or the protection 
of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16270/October 10, 1979 


PENN CORPORATION 


File No. 81-590 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Penn 
Corporation, a Delaware corporation, pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
for an exemption from the reporting requirements of 
Sections 13 and 15(d) of that Act. 


The matter having been considered, it is found that 
the requested exemption is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16271/October 10, 1979 


In the Matter of 


COLLEGE/UNIVERSITY CORPORATION 


File No. 81-581 


ORDER GRANTING APPLICATION PURSUANT TO 


SECTION 12(h) OF THE 1934 ACT 
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The Securities and Exchange Commission issued an 
order granting the application of College/University 
Corporation pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, as amended (the 
“1934 Act’’), for an exemption from the reporting re- 
quirements of Sections 13 and 15(d) of the 1934 Act. 


On September 4, 1979 a notice was issued on the 
filing of said application giving interested persons an 
opportunity to request a hearing and stating that an 
order granting the application might be issued upon 
the basis of the information stated therein unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16272/October 10, 1979 


In the Matter of 


THE STARR BROADCASTING GROUP, INC. 
File No. 81-564 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of The Starr Broad- 
casting Group, Inc., a Delaware corporation, for an 
exemption from the reporting requirements of 
Section 13 and 15(d) of the Securities Exchange Act 
of 1934. It appears to the Commission that the re- 
quested exemption is not inconsistent with the public 
interest or the protection of investors. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16273/October 10, 1979 


In the Matter of 


LAWRY’S FOODS, INC. 


File No. 81-561 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Lawry’s Foods, 
Inc., a Delaware corporation, for an exemption from 
the reporting requirements of Section 15(d) of the 
Securities Exchange Act of 1934. It appears to the 
Division that the requested exemption is not 
inconsistent with the public interest or the protection 
of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16274/October 10, 1979 


In the Matter of 
ARDEN-MAYFAIR, INC. 
File No. 81-578 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Arden-Mayfair, 
Inc. (‘Applicant’), pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, for an exemption 
from the reporting requirements of Sections 13 and 
15(d) of that Act. 


It appears to the Commission that the requested 
exemption is appropriate, in the public interest, and 





consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the 1934 Act. 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21239/October 4, 1979 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
260 Cherry Hill Road 
Parsippany, New Jersey 07054 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike, Muhlenberg Township 
Berks County, Pennsylvania 19605 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 
Johnstown, Pennsylvania 15907 


(70-6311) 


NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
GARDING INCREASE IN SHORT-TERM LIMIT 


NOTICE IS HEREBY GIVEN that General Public Util- 
ities Corporation (“GPU”), a registered holding com- 
pany, and its electric utility subsidiaries Jersey 
Central Power & Light Company (‘‘Jersey Central’’), 
Metropolitan Edison Company (‘’Met-Ed’’), and 
Pennsylvania Electric Company (‘’Penelec’’), have 
filed with this Commission a post-effective amend- 


ment to their application—declaration in this pro- 
ceeding pursuant to the Public Utility Holding Com- 
pany Act of 1935 (‘Act’), designating Sections 
6(a), 6(b), 7, 9(a), 10, 12(b) and 12(d) of the Act and 
Rules 44, 45, 50(a)(2) and 50(a)(5) promulgated there- 
under as applicable to the proposed transactions. All 
interested persons are referred to the amended appli- 
cation-declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


By order dated June 19, 1979 (HCAR No. 21107), this 
Commission authorized GPU, Jersey Central, Met-Ed 
and Penelec to issue, sell and renew from time 
to time through October 1, 1981 their respective 
promissory notes (the ‘’Notes’’) having a maturity of 
not more than six months from the date of issue, 
pursuant to a revolving credit agreement with a 
syndicate of commercial banks (the ‘‘loan agree- 
ment’). Aggregate borrowings under’ the loan 
agreement are limited to $500,000,000 and Met-Ed’s 
borrowings thereunder are limited to $125,000,000. 
The indebtedness under the loan agreement was to 
be secured by an unconditional guarantee given by 
GPU, as well as the pledge by GPU to the banks of 
the common stock of Jersey Central, Met-Ed, 
Penelec and GPU Service Corporation, and, in the 
cases of Jersey Central and Med-Ed, certain other 
collateral. 


The order further provided, among other things, that 
the aggregate principal amount of Notes representing 
indebtedness under the loan agreement which 
Med-Ed could have outstanding at any one time, 
when added to borrowings effected by Met-Ed pur- 
suant to the authority granted by this Commission in 
File No. 70-6283, could not exceed the lesser of (a) 
$90,000,000 or (b) the limit imposed by Met-Ed’s 
Charter. Met-Ed now requests that the maximum 
amount of such indebtedness (when added to bor- 
rowings made pursuant to File No 70-6283) be in- 
creased to the lesser of (a) $125,000,000 or (b) the 
amount permitted by Med-Ed’s Charter. In all other 
respects the transactions as heretofore authorized by 
the Commission would remain unchanged. 


No fees, commissions and expenses are to be 
incurred in connection with the proposed transaction 
other than as previously stated. It is stated that the 
Pennsylvania Public Utilities Commission has 
jurisdiction over Met-.Ed’s proposed issuance and 
sale of Notes. No other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than Octoberf 29, 1979, request in 
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writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
post-effective amendment to the application-declar- 
ation, which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem app- 
ropriate. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21240/October 4, 1979 


In the Matter of 
JERSEY CENTRAL POWER & LIGHT COMPANY 


Morristown, New Jersey 


METROPOLITAN EDISON COMPANY 
Reading, Pennsylvania 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


626/SEC DOCKET 


(70-6041) 


ORDER EXTENDING TIME FOR ACQUISTIONS OF 
EVIDENCES OF INDEBTEDNESS FROM RESIDEN- 
TIAL ELECTRIC CUSTOMERS PURSUANT TO IN- 
SULATION PROGRAM 


Jersey Central Power & Light Company (‘Jersey 
Central’’), Metropolitan Edison Company (‘‘Met-Ed’’) 
and Pennsylvania Electric Company (‘‘Penelec’’), 
each an electric utility subsidiary company of General 
Public Utilities Corporation, a registered holding 
company, have filed with this Commission a 
post-effective amendment to their application 
previously filed and amended in this matter pursuant 
to Sections 9(a) (1) and 10 of the Public Utility 
Holding Company Act of 1935 (“Act’’) and Rule 40 
promulgated thereunder concerning the following 
proposed transaction. 


By orders dated October 5, 1977 (HCAR No. 20197) 
and September 29, 1978 (HCAR No. 20719) appili- 
cants were authorized to acquire through October 4, 
1979, evidence of indebtedness, in the maximum ag- 
gregate amount of $50,000 each, from their 
respective residential electric heating customers 
arising from such customers’ purchase of insulation, 


attic ventilation fans and automatic night/day 
thermostats. 


By post-effective amendment Jersey Central seeks to 
extend the period within which it may acquire such 
evidence of indebtedness until October 4, 1980, sub- 
ject to the same limitations on aggregate 
indebtedness. 


It is stated that Jersey Central instituted the program 
as authorized, but to date none of its customers has 
elected to utilize such means of financing. Jersey 
Central nonetheless remains under a mandate from 
the New Jersey Public Utility Commission to continue 
the program. It is further stated that neither Met-Ed 
nor Penelec has instituted such a program to date, 
nor does either have any present plans or expect- 
ations of doing so unless such a program is mandated 
by federal or state regulatory or legislative action. 
Accordingly, neither Med-Ed nor Penelec is seeking 
to extend the previously granted authorization which 
will expire with respect to such companies on 
October 4, 1979. 


There are no additional fees or expenses to be 
incurred in connection with the proposed transac- 





tions. No state commission and no federal com- 
mission, other than this Commission, has jurisdiction 
over the proposed transactions, except to the extent 
that any particular program is mandated by order of a 
state or federal commission. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that said application, as amended by said 
post-effective amendment, be granted: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended by said post-effective 
amendment, be, and it hereby is, granted effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act, except 
that Jersey Central will file a certificate pursuant to 
Rule 24 within 30 days after the end of any calendar 
quarter in which its acquired evidences of 
indebtedness since the previous Rule 24 certificate 
filing exceeds $10,000. ‘ 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21241/October 5, 1979 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
INDIANA & MICHIGAN POWER COMPANY 
2101 Spy Run Avenue 

Fort Wayne, Indiana 46801 


(70-6323) 


NOTICE OF PROPOSED MERGER OF GENERATING 
SUBSIDIARY INTO PARENT 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 
Electric Company (“I&M’’), an electric utility sub- 
sidiary of American Electric Power Company, Inc. 
(“AEP”), a registered holding company, and Indiana 
& Michigan Power Company (“IMP’’), an electric 
utility subsidiary of I&M, have filed with this 
Commission an application-declaration and an 
amendment thereto pursuant to the Public Utility 
Holding Company Act of 1935 (‘Act’), designating 
Sections 6(b), 9, 10, and 12 of the Act and Rules 42 
and 43 promulgated thereunder as applicable to the 
proposed transactions. All interested persons are 
referred to the amended application-declaration, 
which is summarized below, for a complete state- 
ment of the proposed transactions. 


1&M, an Indiana corporation, requests authorization 
to merge its generating subsidiary, IMP, a Michigan 
corporation, into itself. IMP was organized in 1971 to 
complete construction of and to operate the Donald 
C. Cook Nuclear Plant, consisting of two 
nuclear-fueled generating units, with a combined 
generating capacity of 2,150 megawatts, situated 
near Bridgman, Michigan. It was originally intended 
that these facilities be built and operated by |&M. By 
order dated May 21, 1971 (HCAR No. 17135), |&M 
was authorized to transfer the facilities to IMP. All of 
the common stock of IMP is owned by I&M, which is 
IMP’s sole customer. 


The proposed merger will be carried out in 
accordance with all applicable Indiana and Michigan 
laws, including provisions under which the following 
will occur upon consumation of the merger: (1) title 
to all property of IMP will become vested in 1&M; (2) 
all liens upon the respective properties of |&M and 
IMP will be preserved unimpaired; and (3) 1&M will 
become liable for all of the obligations of IMP. 


The proposed merger will be consumated pursuant to 
a Plan of Merger (“’Plan’’) to be adopted by the Board 
of Directors of 1&M. The Plan will provide, among 
other things, that the outstanding shares of IMP 
common stock, all of which are owned by I&M, will 
be extinguished. No authorization or consent by any 
shareholders of 1&M or IMP is required under the 
laws of the states of Indiana or Michigan, nor is any 
required under the corporate charters of the merging 
entities. 


1&M proposes, pursuant to article 14 of IMP’s 
mortgage and deed of trust (‘Deed of Trust’), to 
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execute and deliver to the trustee a supplement to 
the Deed of Trust in which supplement I&M, as suc- 
cessor to IMP, would assume and agree to pay 
the principal of and interest on the first mortgage 
bonds issued thereunder and would agree to perform 
and fulfill all of the covenants and conditions thereof. 


1&M also propose that it will, subsequent to the 
effective date of the merger and prior to its utilization 
of any property owned by IMP at the effective date of 
the merger as property additions for the purpose of 
authenticating bonds under |&M’s deed of trust, or 
for any other purpose thereunder, execute and deliver 
to the trustees under I&M’s deed of trust a 
supplement conveying to said trustees, subject to the 
prior lien of the IMP Deed of Trust, such properties of 
IMP as can be utilized by |1&M as property additions 
under its deed of trust. 


At March 31, 1979, IMP had outstanding $11,000,000 
principal amount of notes to banks, due 1980, and 
$69,000,000 principal amount of notes held by |&M. 
It is contemplated that the notes due banks will be 
repaid prior to the effective date of the merger, and 
that the notes held by I&M will be cancelled when 
the merger becomes effective. 


It is stated that by eliminating the separate corporate 
existence of IMP, the proposed merger will simplify 
the corporate structure of I&M and of the AEP 
holding company system. 


The fees and expenses to be incurred in connection 
with the porposed transactions will be supplied by 
amendment. It is stated that the Public Service 
Commission of Indiana and the Michigan Public 
Service Commission have jurisdiction over the 
proposed transactions and that the Nuclear Regul- 
atory Commission may have jurisdiction over possible 
amendments to IMP’s operating licenses to reflect 
the merger. No other state or federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than November 2, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration, as amended, which he 
desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
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Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above-stated address, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with 
the request. At any time after said date the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the Gen- 
eral Rules and Regulations promulgated under the 
Act, or the Commission may grant-exemption from 
such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21242/October 5, 1979 


In the Matter of 


SYSTEMS FUELS, INC. 
Noro Plaza 

666 Poydras 

New Orleans, Louisiana 70130 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


MISSISSIPPI POWER & LIGHT COMPANY 
Electric Building 
Jackson, Mississippi 39205 





LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


NEW ORLEANS PUBLIC SERVICE INC. 
317 Baronne Street 
New Orleans, Louisiana 70112 


(70-6359) 


NOTICE OF PROPOSED LEASE OF RAIL HOPPER 
CARS BY NON-UTILITY SUBSIDIARY OF OPER- 
ATING COMPANIES AND GUARANTY OF OBLIGA- 
TIONS RELATING THERETO BY PARENT OPER- 
ATING COMPANIES 


NOTICE IS HEREBY GIVEN that System Fuels, Inc. 
(“SFI’’), a jointly-owned non-utility subsidiary of 
Arkansas Power & Light Company (‘’Arkansas’’) 
Louisiana Power & Light Company (“Louisiana”), 
Mississippi Power & Light Company (‘‘Mississippi’’), 
and New Orleans Public Service Inc. ‘(‘’NOPSI’’) 


(collectively, the ‘Parent Companies’’), all public 
utility subsidiaries of Middle South Utilities, Inc. 
(“Middle South’), a registered holding company, 


have filed an application-declaration with this Com- 
mission pursuant to the Public Utility Holding 
Company Act of 1935 (“‘Act’’), designating Sections 
9, 10 and 12(b) of the Act and Rule 45 promulgated 
thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the 
application-declaration, which is summarized below 
for a complete statement of the proposed 
transactions. 


SFI proposes to lease up to 600 open top rail hopper 
cars (‘‘Equipment’’) to provide fuel transportation for 
the Middle South System. The Equipment represents 
5 trainsets of 110 cars each, plus 50 spares. In order 
to help assure meeting the 105 minimum number of 
cars to be tendered for loading provision of the 
governing ICC tariff, trainsets are sized at 110 cars. 


The 50 spare cars represent that number of spares 
which SFI presently believes is sufficient to maintain 
the running fleet size. Initially, the Equipment will be 
used to transport coal from Wyoming to Units No. 1 
and 2, scheduled for completion in 1980 and 1981, re- 
spectively, of the White Bluff Steam Electric 
Generating Station (‘‘White Bluff Station’’) being 
constructed by Arkansas. Unit No. 1 of the White 
Bluff Station will require approximately 2.5 million 
tons of western coal annually to be supplied by the 


Equipment. Cycle time for 1980 for each of the above 
trainsets to Wyoming and return to Arkansas is 183 
hours. Each 110-car trainset will carry 11,000 tons of 
coal per trip. Under these circumstances each trainset 
will be capable of delivering slightly over one-half 
million tons of coal per year. The five trainsets should 
be capable of delivering the 2.5 million ton coal re- 
quirement. The Equipment will be leased pursuant to 
a lease (‘‘Lease’’) between SFI and First Security 
State Bank, Salt Lake City, Utah, a non-affiliate, as 
Trustee (“Owner Trustee”’). 


The Equipment is being manufactured by Bethlehem 
Steel Corporation (‘Manufacturer’). Delivery of, and 
payment for, the Equipment is expected to 
commence in November, 1979, with 500 cars 
(“Schedule A Equipment’’) to be delivered and paid 
for by the end of 1979 and the remaining 100 cars 
(“Schedule B Equipment’’) to be delivered and paid 
for in January, 1980. The Manufacturers will sell the 
Equipment to the Owner Trustee pursuant to a 
Conditional Sales Agreement and will retain a 
security interest therein. The currently estimated cost 
(“Owner's Cost’’) of the Equipment is $23,100,000 
and is subject to excalation primarily based upon in- 
creases in certain Manufacturer’s costs. Any amounts 
in excess of $24,000,000 will be excluded from 
Owner's Cost. SFI will be obligated to purchase 
any cars not purchased by Owner Trustee as a result 
of such exclusion. 


The Owner Trustee will finance the purchase of the 
Equipment with funds to be advanced to it by First 
Security National Bank & Trust Company (“First 
Security National’’), Lexington, Kentucky and 
Westinghouse Credit Corporation (‘‘Westinghouse”’), 
(collectively, ‘‘Owner Participants’’) as an investment 
in the beneficial ownership of the Equipment and 
with funds to be borrowed on a long-term basis 
(‘Debt’) by the Owner Trustee from Metropolitan 
Life Insurance Company (“Loan Participant’’). The 
Owner Participants will advance approximately 
34.50% and 33.25% of the Owner’s Cost of the 
Schedule A Equipment and Schedule B Equipment 
respectively. Debt will represent the remaining 
65.50% and 66.75% the Owner’s Cost for the 
Schedule A Equipment and Schedule B Equipment, 
respectively. Neither SFI nor its affiliated companies 
will be liable for payment of either the principal of, 
premium (if any) or interest on the Debt. The Debt 
matures on July 1, 1996 with respect to Schedule A 
Equipment and on January 1, 1997 with respect to 
the Schedule B Equipment. Concurrently with the 
receipt of funds for the purchase price of the Equip- 
ment, the Manufacturer will assign its security 
interest to the Loan Participant. To further secure 
payment of the Debt, the Owner Trustee will assign 
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its rights and interest under the Lease, including all 
payments and other amounts payable thereunder. 
SFI, as lessee under the Lease, will acknowledge a 
consent to such assignment. 


SFI will enter into the Lease concurrently with the 
initial purchase of Equipment by the Owner Trustee. 
The Lease will be a net lease conferring all responsi- 
bility for operation, maintenance, insurance, certain 
taxes, and other expenses upon SFI. SFI will be 
obligated to maintain the Equipment in good 
operating order and will have the right to make at its 
expense certain modifications and improvements to 
the Equipment. The Lease will be noncancellable, 
except in the event of: (a) total loss, destruction, 
irreparable damage or condemnation of the 
Equipment or (b) upon a determination by SFI, on or 
after July 1, 1983, that the Equipment has become 
economically obsolete. 


The basic term (‘‘Basic Term’’) of the Lease will 
terminate on July 1, 1998. Lease payments over the 
Basic Term will be made in one interim payment on 
July 1, 1980 and thereafter in 36 semi-annual install- 
ments, payable in arrears, commencing on January 1, 
1981. Each semi-annual payment will be equal to 
4.14506% of the Owner's Cost for Schedule A Equip- 
ment plus 4.18496% of Owner's Cost for Schedule B 
Equipment. SFI understands that the Owner Trustee 
will apply approximately 89% of the lease payments 
made by SFI over the Basic Term of the Lease to the 
payment of principal and interest on the Debt 
incurred by the Owner Trustee. SFI will have the 
option to renew the Lease for up to two consecutive 
one-year terms (“Initial Renewals’’) at semi-annual 
rates equal to 50% of the rates during the Basic 
Term. At the expiration of the Initial Renewals, SFI 
may, at its option, renew the Lease for up to two 
additional consecutive one year terms at the then fair 
market rental value of the Equipment from the Owner 
Trustee which has been leased under the Lease for 20 
years. 


It is stated that the Schedule A and Schedule B 
Lease rates, during the Basic Term may be deemed 
equivalent to effective annual interest rates of 4.69% 
and 4.82%, respectively, or a composite rate equiv- 
alent to a 4.71% effective annual interest rate. 


The Parent Companies of SFI will covenant and agree 
that so long as SFI shall have any obligations under 
the Lease and related documents, the Parent 
Companies will severally in accordance with their 
present respective shares of ownership in the 
common stock of SFI, take any and all action as, 
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from time to time, may be necessary to keep SFI in a 
sound financial condition and to place SFI in a 
position to perform and discharge, and will cause SFI 
to perform and discharge, in a timely manner, all of 
its obligations under the Lease and certain related 
documents. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transactions will be 
filed by amendment. It is stated that no state or 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. Arkansas 
is required to and has filed pertinent information with 
the Arkansas Public Service Commission relating to 
its participation in the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 31, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above stated 
addresses and proof of service (by affidavit or, in the 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a 
hearing is ordered will receive any notices or orders 
issued in this matter including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21243/October 10, 1979 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-6190) 


ORDER AUTHORIZING NUCLEAR FUEL FINAN- 
CING 


Alabama Power Company (‘‘Alabama’’), an electric 
utility subsidiary of The Southern Company, a regis- 
tered holding company, has filed an application and 
amendments thereto with this Commission pursuant 
to Sections 9(a) and 10 of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) regarding the 
proposed transaction. 


in order to provide funds to finance a portion of the 
nuclear fuel (‘Fuel’’) requirements of the Joseph M. 
Farley Nuclear Plant Units No. 1 and 2 (‘Farley 
Units’’) Alabama proposes to enter into arrangements 
whereby the Bank of America National Trust and 
Savings Association (‘‘Bank’’) will establish a line of 
credit to provide funds to a trustee of an express trust 
established pursuant to a trust agreement (‘‘Trust 
Agreement”). The First National Bank of Mobile, 
Alabama will serve as a trustee in connection with the 
proposed transaction. The Trustee will use such 
funds to pay the cost of acquiring, processing and 
fabricating the Fuel, including reimbursement to 
Alabama of Fuel costs incurred or to be incurred by 
Alabama. Alabama will transfer to the trustee its 
interest in the Fuel and in procurement contracts in 
respect thereof. The trustee, as owner of the Fuel, 
will lease the fabricated Fuel to Alabama pursuant to 
the nuclear fuel lease (‘‘Lease’’) described below. The 
line of credit will be in the aggregate principal amount 
of $60,000,000 and will expire March 31, 1982, unless 
extended pursuant to the provisions of the credit 
agreement between the trustee and the Bank (‘Credit 
Agreement’’), which will provide for the terms and 
conditions of the credit. On or before March 31 of 
each year, the trustee may request the Bank to 
extend the expiration date for an additional year 
beyond its then 3 year term, with the Bank to act on 
such request by June 30 of that year. 


The trustee will effect the borrowings in accordance 
with instructions from Alabama, not inconsistent with 
the terms of the Trust Agreement and the Credit 
Agreement, as to the amount and date from, or 
prepayment to, the Bank. Each time the trustee 
borrows from the bank, the trustee will issue @ 
finance bill draft having maturity of from one to not 
more than 270 days. Each finance bill draft will be 
issued by the trustee at a discount equal to the sum 
of the bid rate on comparable maturities of major 
bank certificates of deposit, the interest equivalent of 
actual reserve requirements on such certificates of 
deposit, (or, in the case of finance bill drafts having a 
maturity of less than 30 days the reserve require- 
ments shall be that of ineligible acceptance) taxes, if 
any, and a commission of 1-%% per annum. 


The face value of the finance bill drafts generally will 
be in multiples of $100,000, the minimum value of 
any bill being $100,000 and the maximum value being 
$1,000,000. Finance bill drafts may be prepaid prior to 
maturity if held in the Bank’s portfolio and upon the 
payment of liquidation costs, if any, due to interest 
rate differentials and administrative cost of $50 per 
finance bill draft. In no event shall the maturity of a 
finance bill extend beyond the expiration of the line of 
credit. 


A commitment fee of % of 1% per annum must be 
paid on the unutilized portion of the line of credit, on 
a 360 day basis, payable quarterly in arrears. 


The trustee will purchase the Fuel from time to time 
with the proceeds of the loan from the Bank. The 
Lease will require payments of Alabama, including 
rent, sufficient to fully amortize all costs and 
expenses of the trustee over the useful life of the Fuel 
as it is consumed and requiring Alabama at the 
expiration of the line of credit to purchase Fuel, 
whether or not it is consumed, for an amount 
sufficient to retire all debts, interest and fees of the 
trustee associated with the Bank’s commitment. The 
trustee will assign to the Bank substantially all rights 
and payments under the Lease pursuant to an assign- 
ment agreement with the Bank. If the Lease is 
terminated for any reason, Alabama will be required 
to purchase the Fuel immediately for an amount 
equal to the unamoritzed cost of the Fuel and repay 
all associated debts and any amounts outstanding 
under the line of credit, including accrued interest. 
The trustee will also be required to furnish the Bank 
with a security agreement (‘‘Security Agreement’) 
giving the Bank security interests in the Fuel and the 
Lease. 
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The effective cost to Alabama of funds obtained 
under the nuclear fuel leasing arrangement will be 
dependent upon prevailing rates for certificates of 
deposit in the secondary market at the time of each 
borrowing. Utilizing the ninety-day certificate of 
deposit rate of 10.23% in existence at August 1, 
1979, the current reserve requirement of 8%, and 
assuming utilization of 75% of the total funds 
available under the Lease, the effective annualized 
cost rate would be 12.89%. 


If either the Farley Units ceases to operate for 
operational reasons for 24 consecutive months after 
having been placed in commercial operation, 
Alabama will be required either to purchase that 
respective units of Fuel immediately for an amount 
equal to the unamortized cost of the Fuel and repay 
any corresponding amounts outstanding under the 
line of credit or to purchase the Fuel on a semiannual 
basis over the remaining life of the line of credit. The 
proceeds of such purchases will be used to retire all 
amounts owing to the Bank. 


The fees, commissions and expenses to be incurred 
by Alabama in connection with the proposed trans- 
action are estimated at $359,500, including expenses 
of and origination fee to the Bank of $250,000 and 
legal fees of $80,000. The proposed transaction has 
been authorized by the Alabama Public Service 
Commission. It is stated that no other state commis- 
sion and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 21207), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of facts in the record, it 
is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application, as 
amended, be granted effective: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended, be, and it hereby is, granted 
effective forthwith, subject to the terms and 
conditions presc“!bed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21244/October 10, 1979 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
P.O. Box 2333 
Boston, Massachusetts 02107 


EASTERN EDISON COMPANY 
36 Main Street 
Brockton, Massachusetts 02403 


MONTAUP ELECTRIC COMPANY 
P.O. Box 391 
Fall River, Massachusetts 02722 


(70-6365) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
COMMON STOCK AT COMPETITIVE BIDDING BY 
HOLDING COMPANY, ISSUANCE AND SALE OF 
COMMON STOCK BY A SUBSIDIARY TO 
HOLDING COMPANY AND ISSUANCE AND SALE 
OF COMMON STOCK BY A SUBSIDIARY TO 
ANOTHER SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Eastern Utilities 
Associates (‘‘EUA’’), a registered holding company, 
and two of its electric utility subsidiaries, Eastern 
Edisor; Company (‘Eastern Edison’’) and Montaup 
Electric Company (‘’Montaup’’), have filed with this 
Commission an application-declaration pursuant to 
the Public Utility Holding Company Act of 1935 
(““Act’’), designating Sections 6, 7, 9(a), 10 and 12 of 
the Act and Rules 42(b)(2), 43(a) and 50 promulgated 
thereunder as anplicah!e tn the following oroposed 
transactions. All interested persons are referred to the 
application-declaration, which is summarized below, 
for a complete statement of the proposed trans- 
actions. 





EUA proposes to issue and sell at competitive bidding 
up to 600,000 shares of its authorized but unissued 
common stock, par value $5.00. EUA proposes to 
apply the net proceeds from such sale to the 
purchase, at their par value of $25 per share, of the 
maximum number (but not more than 400,000) of 
shares of Eastern Edison common stock so 
purchasable (the ‘‘Additional Eastern Edison Stock’’). 


Eastern Edison proposes to increase its capital stock 
in an amount equal to the par value of the Additional 
Eastern Edison Stock, and to issue and sell the 
Additional Eastern Edison Stock, at par, to EUA. 
Eastern Edison proposes to use the proceeds from 
such sale to purchase, at their par value of $100 per 
share, the full number of shares of common stock of 
Montaup so purchasable (the ‘Additional Montaup 
Stock’), such number of shares (if not an integral 
multiple of 1,000) to be rounded to the next higher 
integral of 1,000 (which number so rounded will not 
exceed 100,000). To the extent that the net proceeds 
to Eastern Edison are less than the amount required 
for the purchase of the Additional Montaup Stock, 
the deficiency will be supplied from Eastern Edison’s 
treasury cash. Eastern Edison proposes to pledge the 
Additional Montaup Stock to State Street Bank and 
Trust Company under Eastern Edison’s Indenture of 
First Mortgage and Deed of Trust, dated as of 


September 1, 1948, as supplemented and modified, 
securing Eastern Edison’s First Mortgage and 
Collateral Trust Bonds. 


Montaup proposes to increase its capital stock in an 
amount equal to the par value of the additional 
Montaup Stock, and to issue and sell the Additional 
Montaup Stock, at par, to Eastern Edison. Montaup 
proposes to apply the proceeds from such sale to 
reduce its outstanding short-term debt to banks, 
which was approximately $25,750,000 at June 30, 
1979, and is expected to be approximately 
$45,000,000 at the time of sale. 


The fees and expenses incurred in connection with 
the proposed transactions will be supplied by amend- 
ment. It is stated that the Department of Public 
Utilities of the Commonwealth of Massachusetts has 
jurisdiction over various aspects of the proposed 
transactions, that the Public Utilities Control 
Authority of the State of Connecticut will be asked to 
waive any jurisdiction it might have over the 
proposed transactions, and that no other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than November 2, 1979, request 


in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration which he desires to contro- 
vert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated addresses, and proof of service 
(by affidavit, or in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date the application-declaration, as 
filed or as it may be amended, may-be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21245/October 10, 1979 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


(70-6185) 


NOTICE OF PROPOSAL TO INCREASE BOR- 
ROWINGS TO FINANCE NUCLEAR FUEL PRO- 
CUREMENT AND PROCESSING 
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NOTICE IS HEREBY GIVEN that Arkansas Power & 
Light Company (“AP&L’”’), an electric utility subsidi- 
ary of Middle South Utilities, Inc., a registered 
holding company, has filed a post-effective amend- 
ment to an application previously filed with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) designating Sections 
9(a) and 10 of the Act as applicable to the proposed 
transaction. All interested persons are referred to the 
amended application, which is summarized below, for 
a complete statement of the proposed transaction. 


By order dated August 22, 1978 in this matter (HCAR 
No. 20679) AP&L was authorized to consolidate the 
arrangements whereby it leases nuclear fuel, 
including facilities incident to its use (‘Nuclear 
Fuel’), for Units No. 1 and 2 of Arkansas Nuclear 
One, located near Russellville, Arkansas. In 
accordance with the terms of such order it entered 
into an amended and restated Fuel Lease (‘‘Lease’’) 
with Southwest Fuel Company (‘Fuel Company’’) 
pursuant to which the Fuel Company would make 
payments to suppliers, processors and manufacturers 
necessary to carry out the terms of AP&L’s contracts 
for Nuclear Fuel for such Units, or AP&L would make 
such payments and be reimbursed by the Fuel 
Company. The maximum commitment of the Fuel 
Company to make payments for Nuclear Fuel was 
$99,000,000 at any one time outstanding. The Fuel 
Company financed such obligations under the Lease 
by entering into a $100,000,000 credit agreement 
(“Credit Agreement’) with Bank of America National 
Trust and Savings Association (‘‘Bank’’) and South- 
west Contracts, Inc. 


AP&L presently estimates that in view of the 
increased cost of uranium and related services, the 
maximum commitment of the Fuel Company under 
the present arrangements will not be sufficient to pay 
the cost of Nuclear Fuel for Arkansas Nuclear One. 
The Fuel Company, however, has advised AP&L that 
it is willing to amend the Credit Agreement to provide 
for a loan commitment by the Bank of $130,000,000 
and thereby increase its maximum commitment to 
make payments for Nuclear Fuel to $129,000,000 at 
any one time outstanding. As required by the Lease, 
AP&L would approve any amendment of the Credit 
Agreement by the Fuel Company. 


Except as indicated above, the terms and conditions 
of the Lease and related arrangements will be the 
same as those approved in the order of August 22, 
1978. 


A statement of the fees, commissions and expenses 
to be incurred in connection with the proposed trans- 
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action will be filed by amendment. It is stated that no 
state or federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction, 
except that the Nuclear Regulatory Commission has 
licensing and regulatory jurisdiction over the 
ownership possession, storage and handling of the 
Nuclear Fuel. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 31, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date, the application, 
as amended, or as it may be further amended, may 
be granted effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any 
notices or orders issued in this matter, including the 
date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 541/October 10, 1979 





The Securities and Exchange Commission has issued 
a notice giving interested persons until October 17, 
1979 to request a hearing on an application by Gulf 
& Western Industries, Inc. (the ‘‘Company’’) 
pursuant to Section 310(b)(1)(ii) of the Trust 
Indenture Act of 1939 (the ‘‘Act’’) declaring that the 
trusteeship of Citibank, N.A., under two indentures, 
one which was heretofore, qualified under the Act 
and one which was not qualified under the Act, is not 
so likely to involve a material conflict of interest as to 
make it necessary to disqualify Citibank from acting 
as trustee under either of the indentures. 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10890/October 4, 1979 


EXEMPTION OF CERTAIN JOINT TRANSACTIONS 
WITH AFFILIATES INVOLVING PORTFOLIO COM- 
PANY REORGANIZATIONS 


ACTION: Final rule. 


SUMMARY: The Commission is adopting an 
amendment to a rule under the Investment Company 
Act of 1940 to permit, provided that certain 
conditions are satisfied, investment companies and 
certain affiliated persons to engage in a joint trans- 
action involving the receipt of securities and/or cash 
pursuant to a portfolio company’s plan of reorgani- 
zation. Absent this amendment, such a transaction 
would be permissable only pursuant to an exemptive 
order granted by the Commission upon application on 
a case-by-case basis. 


EFFECTIVE DATE: October 4, 1979. 


FOR FURTHER INFORMATION CONTACT: 


Mark B. Goldfus, Special Counsel 
Investment Company Act Study Group 
(202) 272-2048 


or 


Mark J. Mackey, Esquire 
(202) 272-3045 
Investment Company Act Study Group 
Division of Investment Management 
Securities and Exchange Commission 
500 North Capitol Street 
Washington, D.C. 20549 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today adopted an amend- 
ment to rule 17d-1 [17 C.F.R. §270.17d-1] under 
Section 17(d) of the Investment Company Act of 
1940 [15 U.S.C. 80a-1 et seq.) (““Act’’), to permit 
under specified circumstances an investment 
company and certain affiliated persons thereof to 
enter a joint arrangement to receive securities and/or 
cash pursuant to a plan of reorganization without 
filing an exemptive application. The reasons for the 
Commission’s proposing to amend rule 17d-1 were 
discussed thoroughly in Investment Company Act 
Release No. 10699 (May 16, 1979), 44 FR 29911 (May 
23, 1979). Persons interested in a more detailed 
discussion of the amendment should refer to that 
release. 


In response to its request for comments regarding the 
proposed rule, the Commission received seven 
letters. The commentators, with one apparent 
exception, favored the Commission's adopting the 
rule, although several commentators recommended 
modifications thereto. Upon considering these 
letters, the Commission has determined to adopt the 
amendment as proposed except for a textual clarifi- 
cation. 


FINAL RULEMAKING 


Rule 17d-1(d)(6) permits the receipt of securities 
and/or cash by an investment company or a 





IThe Commission is also rescinding the note 
following rule 17d-1(d)(5) as obsolete. That note 


states, generally, the Commission’s intention to 
include an additional item in the annual report form 
for registered management investment companies 
requiring information relating to all transactions 
effected in reliance upon rule 17d-1(d)(5). The 


“Commission recently included such as item as item 


No. 13 of Form N-1R Annual Report of Management 
Investment Company. See Investment Company Act 
Release No. 10378 (August 28, 1978), 43 FR 39547 
(September 5, 1978). 
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controlled company thereof and an affiliated person 
of such investment company or an affiliated person 
of such person pursuant to a plan of reorganization, 
Provided that certain safeguards are satisfied. These 
safeguards require that no person described in rule 
17d-1(d)(5)(i) [17 CFR 8270.17d-1(d)(5)(i)] or any 
company in which such person* has a direct or 
indirect financial interest (as defined in paragraph 
(d)(5)(iii) of that rule): 


(i) has a direct or indirect financial interest in the 
corporation under reorganization, except owning 
securities of each? class or classes owned by such 
investment company or controlled company; 


(ii) receives pursuant to such plan any securities or 
other property, except securities of the same class 
and subject to the same terms as the securities 
received by such investment company or controlled 
company, and/or cash in the same proportion as is 
received by the investment company or controlled 
company based on securities of the company under 
reorganization owned by such persons; and 


(iii) is, or has a direct or indirect financial interest in 
any person (other than such investment company or 
controlled company) who is, (A) purchasing assets 
from the company under reorganization or (B) 
exchanging shares with such person in a transaction 
not in compliance with the standards described in 
rule 17d-1(d)(6). 


AUTHORITY, EFFECTIVE DATE 


The Commission, pursuant to section 6(c) [15 USC 
80a-6(c)] section 17(d), and section 38(a) [15 U.S.C. 
80a-37(a)] of the Act, hereby amends 17 CFR Part 





2Such persons are persons who, by virtue of their 
relationship with the investment company, potentially 
may have the ability to influence the terms of the 
investment company’s participation in a transaction. 


3As a textual clarification, the word ‘‘each’”’ has been 
S 28 +-substitated for the word “the wvhich was-used-in the 
proposed rule. The Commission believes this 
substitution cures a possible ambiguity in the 
proposed rule and does not cause any substantive 
modification of the scope of the rule as proposed. 
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270 by adding paragraph (d)(6) to 8270.17d-1 as 
follows. Because the rule is exemptive, it is effective 
immediately. 


TEXT OF AMENDED RULE 


§270.17d-1 Applications regarding joint enterprises 
or arrangements and certain profit-sharing plans. 


eee HE 


(d) RHE 


(6) The receipt of securities and/or cash by an 
investment company or controlled company thereof 
and an affiliated person of such investment company 
or an affiliated person of such person pursuant to a 
plan of reorganization: Provided, That no person 
described in paragraph (d)(5)(i) of this section or any 
company in which such person has a direct or 
indirect financial interest (as defined in paragraph 
(d)(5)(iii) of this section): 


(i) has a direct or indirect financial interest in the cor- 
poration under reorganization, except owning secur- 
ities of each class or classes owned by such invest- 
ment company or controlled company; 


(ii) receives pursuant to such plan any securities or 
other property, except securities of the same class 
and subject to the same terms as the securities 
received by such investment company or controlled 
company, and/or cash in the same proportion as is 
received by the investment company or controlled 
company based on securities on the company under 
reorganization owned by such persons; and 


(iii) is, or has a direct or indirect financial interest in 
any person (other than such investment company or 
controlled company) who is, (A) purchasing assets 
from the company under reorganization or (B) 
exchanging shares with such person in a transaction 
not in compliance with the standards described in this 
paragraph (d)(6). 


By the Commission. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 
Release No. 10891/October 4, 1979 


EXEMPTION OF CERTAIN JOINT PURCHASES OF 
LIABILITY INSURANCE POLICIES 


ACTION: Final rule. 


SUMMARY: The Commission today is adopting a 
rule to exempt from the prohibition in the Investment 
Company Act of 1940 against joint transactions 
between investment companies and their affiliated 
persons the joint purchase of liability insurance 
policies by an investment company with certain affil- 
iated persons of such company, provided that 
specified conditions are satisfied. The Commission 
upon application has granted exemptive orders and 
its staff has provided no-action assurances regarding 
numerous such arrangements. The proposed rule 
would obviate the need for such actions on a 
case-by-case basis. 


EFFECTIVE DATE: October 4, 1979. 


FOR FURTHER INFORMATION CONTACT: 


Mark B. Goldfus, Special Counsel 
(202) 272-2048 


Mark J. Mackey, Esq. 

(202) 272-3045 

Investment Company Act Study Group 
Division of Investment Management 
Securities and Exchange Commission 
500 North Capitol Street 

Washington, D.C. 20549 


SUPPLEMENTARY INFORMATION: The Commis- 
sion today adopted an amendment to rule 17d-1 [17 
CFR 8270.17d-1] under section 17(d) of the 
Investment Company Act of 1940 [15 U.S.C. 80a-1 et 
seq.] (‘‘Act’’) to allow the joint purchase by 
registered investment companies with certain 
affiliated persons of liability insurance policies. The 
reasons for the Commission’s proposing to amend 
rule 17d-1 were discussed thoroughly in Investment 
Company Act Release No. 10700 (May 16, 1979), 44 
FR 29913 (May 23, 1979). Persons interested in a 


more detailed discussion of the amendment should 
refer to that release. 


In response to its request for cornments regarding the 
proposed rule, the Commission received eight letters 
of comment. The commentators generally endorsed 
the adoption of the proposed rule, although several 
commentators suggested certain modifications there- 
of. After considering these comments, the Com- 
mission has determined to adopt the rule as 
proposed. 


Several commentators, stating that insurance policies 
may be effective for more than one year, believed 
that under such circumstances reviewing annually an 
arrangement to purchase such a policy would be an 
empty formality. The Commission notes that, 
although under such a policy an investment company 
may be entitled to insurance coverage during a multi- 
year period, directors nonetheless should consider 
annually whether the arrangement continues to be 
appropriate for the particular investment company. 
For example, during the course of a multi-year in- 
surance arrangement, an investment company may 
experience a significant decline in assets compared to 
other participants in the arrangement. In such 
circumstances, it may not be appropriate for the in- 
vestment company to continue in the arrangement 
absent a re-allocation of the premium to be paid for 
future coverage. 


Some commentators also questioned whether the in- 
vestment company’s share of the insurance premium 
could be allocated according to a formula other than 
the rule’s standard, which is based on the 
proportionate share of the sum of the premiums that 
would have been paid by the investment company if 
the insurance policy were purchased separately by 
the insured parties. The Commission emphasizes that 
the allocation standard set forth in rule 17d-1(d)(7) re- 
presents the minimum standard of fairness which 
must be satisfied to ensure that the investment 
company has not been overreached in the 
arrangement by any participating person. However, 
the Commission would have no objection to any 
other allocation formula which would cause the in- 
vestment company to pay less (or none) of the 
premium compared to the rule’s requirement; in other 
words, any allocation formula which would be more 
advantageous to the investment company than the 
minimum standard of fairness required by the rule 
would satisfy the fairness standard of the rule. 


The Commission recognizes that participants in an 
arrangement may be unable, in good faith, to secure 
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quotations for separate coverage of individual partici- 
pating investment companies. In such circumstances, 
the premiums for aggregate coverage of the invest- 
ment companies may be allocated under a reasonable 
formula to each investment company as though there 
was an actual quotation for individual coverage. 
However, in all circumstances, the allocation of 
premiums to an investment adviser or any affiliated 
person of an investment adviser should be based on 
actual documentation. 


FINAL RULEMAKING 


Rule 17d-1(d)(7) allows the purchase by a registered 
investment company jointly with certain affiliated 
persons of liability insurance policies, provided that: 
(1) the investment company’s participation in the 
joint liability insurance policy is in the best interests of 
the investment company; (2) the proposed premium 
for the joint liability insurance policy to be allocated 
to the investment company, based upon its propor- 
tionate share of the sum of the premiums that would 
have been paid if such insurance coverage were pur- 
chased separately by the insured parties, is fair and 
reasonable to the investment company; and (3) the 
board of directors of the investment company, 
including a majority of the directors who are not 
interested persons with respect thereto, determine no 
less frequently than annually that the standards des- 
cribed in paragraphs (1) and (2) have been satisfied. 


AUTHORITY, EFFECTIVE DATE 


The Commission, pursuant to section 6(c) [15 U.S.C. 
80a-6(c)], section 17(d), and section 38(a) [15 U.S.C. 
80a-37(a) of the Act, hereby amends 17 CFR Part 
270 by adding paragraph (d)(7) to 8270.17d-1 as 
follows. Because the rule is exemptive it is effective 
immediately. 


TEST OF AMENDED RULE 


§270.17d-1 Application regarding joint enterprise or 
arrangements and certain profit-sharing plans. 


(7) 


Any arrangement regarding liability insurance 
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policies (other than a bond required pursuant to rule 
17g-1 (8270.17g-1) under the Act); Provided, That 


(i) The investment company’s participation in the 
joint liability insurance policy is in the best interests of 
the investment company; 


(ii) The proposed premium for the joint liability insur- 
ance policy to be allocated to the investment 
company, based upon its proportionate share of the 
sum of the premiums that would have been paid if 
such insurance coverage were purchased separately 
by the insured parties, is fair and reasonable to the 
investment company; and 


(iii) The board of directors of the investment com- 
pany, including a majority of the directors who are 
not interested persons with respect thereto, 
determine no less frequently than annually that the 
standards described in paragraphs (i) and (ii) have 
been satisfied. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


October 4, 1979. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10892/October 4, 1979 


In the Matter of 


FIRST INVESTORS TAX EXEMPT FUND, INC. 
120 Wall Street 
New York, New York 10005 


(812-4496) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 





EXEMPTING APPLICANT FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT. 


NOTICE IS HEREBY GIVEN that First Investors Tax 
Exempt Fund, Inc. (‘Applicant’), registered under 
the Investment Company Act of 1940 (“‘Act’’) as an 
open-end, diversified, management investment com- 
pany, filed an application on June 18, 1979, and 
amendments thereto on July 10, 1979, July 23, 1979, 
and September 10, 1979, requesting an order of the 
Commission, pursuant to Section 6(c) of the Act, 
exempting Applicant from the provisions of Section 
22(d) of the Act to permit the sale of shares of Ap- 
plicant at a reduced sales charge: (1) to participants 
in a reinvestment program proposed to be offered to 
unitholders of Insured Municipals-Ilncome Trust 
Series 1 and Subsequent Series (including 
unitholders of series of its predecessor, The First 
National Dual Series Tax Exempt Bond Trust) 
(“Income Trust), a unit investment trust registered 
under the Act, and (2) to participants in a reinvest- 
ment program proposed to be offered to unitholders 
of Investors’ Municipal-Yield Trust Series 1 and 
Subsequent Series (‘Yield Trust’), another unit in- 
vestment trust registered under the Act (Income 
Trust and Yield Trust are hereinafter collectively re- 
ferred to as the ‘‘Trusts’’). All interested persons are 
referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant states that its investment objective is to 
provide a high level of tax exempt interest income by 
investing in a managed portfolio of debt obligations, 
the interest on which is exempt from federal income 
tax, and the principal and interest payments on which 
are insured by an independent insurance company. 
First Investors Management Company, Inc. (‘‘Ad- 
viser’’), is the investment adviser of Applicant. Ap- 
licant states that the Trusts are sponsored by Van 
Kampen Sauerman, Inc., a broker-dealer registered 
under the Securities Exchange Act of 1934. 
According to the application, the Trusts seek to 
obtain income which is exempt from federal income 
taxation and to conserve capital through investment 
by each series of the Trusts in interest bearing oblig- 
ations which, in the opinion of bond counsel, are 
exempt from federal tax. The application states that 
the Trusts also invest in units of previously issued 
series of the Trusts and that the timely payment of 
principal and interest on the obligations purchased by 
each series of Income Trust is guaranteed by an inde- 
pendent insurance company. 


Applicant states that its shares are offered for sale to 
the public at net asset value plus a sales charge 


which varies from 7.25% to 1.25% (of the offering 
price) based upon the amount invested. The 
minimum initial investment in Applicant is $2,000 and 
subsequent investments must be made in amounts of 
$500 or more. According to the application, 
shareholders of Applicant may reinvest dividends de- 
clared on shares of Applicant at the net asset value in 
effect at the close of business on the dividend 
payment date. 


Applicant proposes to permit unitholders of the 
Trusts to reinvest their distributions of interest, 
capital gains and principal on units of the Trusts in 
shares of Applicant at net asset value plus a sales 
charge of 0.4%, a purchase price which is less than 
the current public offering price described in 
Applicant's prospectus, without regard to Applicant's 
minimum initial investment requirements. The appli- 
cation states that all unitholders of the Trusts will be 
eligible to participate in the reinvestment programs, 
but will be required to reinvest the entire amount of 
all semi-annual, quarterly or monthly distributions 
from any series of the Trusts. The application further 
states that: (1) existing unitholders will be notified of 
the reinvestment privilege and asked to indicate their 
interest in reinvesting distributions, and (2) 
unitholders of the Trusts will be provided with a pro- 
spectus of Applicant prior to becoming participants in 
the reinvestment plans. Applicant states that each 
prospectus of future series of the Trusts will disclose 
the existence of the reinvestment provilege and 
provide a means for unitholders to indicate interest in 
reinvesting distributions in shares of Applicant. 
Unitholders who have elected to participate in the re- 
investment program will, according to the Applicant, 
but will not be entitled to a reduced sales charge for 
quantity purchases of Applicant’s shares and will not 
have the right to exchange shares of Applicant 
acquired pursuant to the reinvestment program for 
shares of other companies managed by the Adviser. 
The application states that any participant wishing to 
purchase shares of Applicant outside the reinvest- 
ment programs will be required to satisfy the 
minimum investment requirements of Applicant, 
which are set forth above. 


According to the application: (1) on each distribution 
date, or immediately thereafter, the trustee for the 
Trusts will forward funds representing participants’ 
distributions of interest income, capital gains and 
principal to Applicant's transfer agent who will 
purchase shares of Applicant for each participant at 
the net asset value per share next determined after 
receipt of the purchase order, and (2) the transfer 
agent will maintain separate accounts for each 
participant in the reinvestment program and will mail 
confirmations concerning transactions to each 
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participant. The application further states that a 
participant may elect to terminate participation in the 
reinvestment program and receive future distributions 
in cash by notifying the trustee for the Trusts in 
writing at least five days prior to the distribution date. 


Applicant states that its prospectus will be amended 
to state that unitholders of the Trusts will be per- 
mitted to invest their distributions in shares of 
Applicant at net asset value per share plus a reduced 
sales charge of 0.4% of the offering price, and states 
that the Adviser will retain the entire 0.4% sales 
charge and will bear the distribution expenses 
associated with the reinvestment programs. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company shall sell any 
redeemable security issued by it except either to or 
through a principal underwriter for distribution or at a 
current public offering price described in the prospec- 
tus, and, if such class of security is being currently 
offered to the public by or through an underwriter, no 
principal underwriter of such security and no dealer 
shall sell any such security to any person except a 
dealer, a principal underwriter, or the issuer, except 
at a current public offering price described in the pro- 
spectus. Accordingly, Applicant requests an 
exemption from the provisions of Section 22(d) of the 
Act to permit the sale of its shares at a reduced sales 
charge to participants in the reinvestment programs 
proposed to be offered by the Trusts. 


Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, conditionally or 


unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provisions of the 
Act or of any rule or regulation thereunder, if and to 
the extent that such exemption is necessary or appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


Applicant submits that Section 22(d) of the Act is in- 
tended to ensure that all investors purchase invest- 
ment company securities on an equal basis and to 
prevent dilution of existing shareholders’ equity. It 
asserts that because participants in the investment 
program will be required to purchase shares at 
current net asset value plus a sales charge, the equity 
of existing shareholders will not be diluted. Applicant 
further asserts that the reduced sales charge is fair 
and equitable and in the best interests of Applicant's 
shareholders. In support of these assertions, 
Applicant states that it believes that the sales costs 
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associated with sales made pursuant to the 
reinvestment program will be lower than the costs 
associated with other sales of its shares. Applicant 
submits that such savings should be passed on to 
investors in the form of lower sales charges, and 
states that it believes the 0.4% sales charge to be 
sufficient to cover the increase in distribution 
expenses arising from the program. Applicant 
further states that its shareholders will benefit from 
the reinvestment program because an increase in 
Applicant’s cash flow will enable it to meet 
redemptions without liquidating investments in its port- 
folio and will enable it to diversify further its securities 
holdings. Therefore, Applicant submits that the 
exemption it requests is appropriate in the public 
interest and consistent with the protection of inves- 
tors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 26, 1979, 1979 
at 5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reasons for such request, and the 
issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any 
such communication should be addressed: 
Secretary, Securities and Exchange Commission, 


‘Washington, D.C. 20549. A copy of such request 


shall be served personally or by mail upon 
Applicants at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule O-5 of the Rules and Regulations 
promulgated under the act,*an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 
Release No. 10893/October 4, 1979 


In the Matter of 


POSTIPANKKI 

C/o H. Rodgin Cohen, Esq. 
Sullivan & Cromwell 

125 Broad Street 

New York, New York 10004 


(812-4484) 


ORDER PURSUANT TO SECTION 6(c) EXEMPTING 
COMPANY FROM ALL PROVISIONS OF THE ACT 


Postipankki (‘‘Applicant’’) filed an application on 
June 4, 1979, and amendments thereto on August 
17, 1979, and September 13, 1979, for an order of the 
Commission pursuant to Section 6(c) of the 
Investment Company Act of 1940 (‘‘Act’’) exempting 
Applicant from all provisions of the Act. 


On September 5, 1979, a notice (Investment 
Company Act Release No. 10859) was issued on the 
filing of said application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order would be issued as of course 
unless a hearing should be ordered. No request for a 
hearing has been filed, and the Commission has not 
ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the exemption requested pursuant to 
Section 6(c) of the Act is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from all provisions 
of the Act be, and hereby is, granted, effective forth- 
with, subject to the following conditions: 1) Applicant 
will ensure that the United States commercial paper 
dealer in its presently proposed offering will provide 
each offeree of the Applicant’s commercial paper 
notes prior to purchase with a memorandum which 
briefly describes Applicant’s business and includes 
the Applicant’s most recent publicly available fiscal 
year-end balance sheet and income statement, which 
shall have been audited in such a manner as is 


customarily done for Applicant by Finnish auditors; 
such memorandum will be at least as comprehensive 
as those customarily used by United States bank 
holding companies in offering commercial paper in 
the United States; such memorandum will be 
updated annually, as well as periodically, to reflect 
material changes in Applicant's financial position, and 
2) any future offerings of Applicant’s securities in the 
United States will be done on the basis of disclosure 
documents as least as comprehensive in their des- 
cription of Applicant, its business and its financial 
condition as the dealer’s memorandum and financial 
statements that will be used in the presently pro- 
posed offering and as those customarily used in 
United States offerings of such securities. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10894/October 4, 1979 


In the Matter of 


THE NASSAU FUND 
One Palmer Square 
Princeton, New Jersey 08540 


(811-766) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER DE- 
CLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that The Nassau Fund 
(‘Fund’), an open-end, diversified management in- 
vestment company registered under the Investment 
Company Act of 1940 (‘‘Act’’), filed an application of 
August 14, 1979, pursuant to Section 8(f) of the Act 
for an order of the Commission declaring that the 
Fund has ceased to be an investment company as de- 
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fined in the Act. All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


The Fund was incorporated in New Jersey. On March 
6, 1957, the Fund registered under the Act by filing 
its Notification of Registration on Form N-8A, and, 
on May 1, 1957, it filed a Registration Statement 
under the Act on Form N-8B-1. 


The Fund states that on December 11, 1978, its 
Board of Directors voted unanimously to authorize, 
approve and recommend to Fund’s shareholders a 
proposal to transfer substantially all of Fund’s assets 
to Windsor Fund, Inc. (‘“Windsor’’), a registered 
open-end, management investment company, in ex- 
change for shares of Windsor. The Fund further 
states that on April 30, 1979, at a special meeting of 
shareholders held in lieu of the annual meeting, 
shareholders voted in favor of the proposal to transfer 
substantially all of Fund’s assets to Windsor. 


Pursuant to an Agreement and Plan of Reorganiz- 
ation dated January 19, 1979, between the Fund and 
Windsor substantially all of the assets of the Fund 
were transferred to Windsor in exchange for its 


common stock in an amount equal to the net asset 
value of the Fund on May 4, 1979. The Fund repre- 
sents that on May 7, 1979, it liquidated and 
distributed pro rata to its shareholders of record as of 
the close of business on May 7, 1979, the shares of 
Windsor received by the Fund. Such liquidation and 
distribution was accomplished by the establishment 
of open accounts on the share records of Windsor in 
the name of Fund’s shareholders and representing 
the respective pro rata number of shares of Windsor 
due each shareholder. Each holder of any certificate 
or certificates representing shares of the Fund may 
surrender the same to the Vanguard Group, Inc., as 
transfer agent for Windsor and request in exchange 
therefor a certificate or certificates representing the 
number of whole shares of Windsor attributable to 
such surrendered shares. According to the Fund, on 
May 4, 1979, it had outstanding 238,591 shares of 
common stock with a net asset value per share of 
$10.73 and an aggregate net asset value of 
$2,559,705. 


The Fund represents that it intends to file a certificate 
of dissolution with the Secretary of State New Jersey 
as soon as New Jersey Franchise Tax Audits have 
been completed. The Fund indicates that its only 
assets consist of $338.17 retained to pay outstanding 
liabilities. Further, the Fund asserts that it no longer 
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has any security holders, is not a party to any litiga- 
tion or administrative proceeding and does not 
propose to engage in any activity other than that 
necessary for winding up its business affairs. 


Section 8(f) of the Act provides, in pertinent part, 
that when the Commission, upon application, finds 
that a registered investment company has ceased to 
be an investment company, it shall so declare by 
order, and upon the effectiveness of such order, the 
registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 29, 1979 at 5:30 
p.m., submit to the Commission in writing arequest 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549.A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule O-5 of the Rules and Regulations 
promulgated under the act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon 
the Commission's own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10895/October 9, 1979 


In the Matter of 


INVESTORS’ MUNICIPALS-INCOME TRUST 





INVESTORS’ MUNICIPAL-YIELD TRUST 
INVESTORS’ CORPORATE-INCOME TRUST 


INVESTORS’ GOVERNMENTAL SECURITIES- 
INCOME TRUST 


VAN KAMPEN SAUERMAN, INC. 
DAIN, KALMAN & QUAIL, INC. 


c/o VAN KAMPEN SAUERMAN, INC. 
208 South LaSalle Street 
Chicago, Illinois 60604 


(812-4520) 


ORDER OF THE COMMISSION GRANTING AN EX- 
EMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT PURSUANT TO SECTION 6(c) 
OF THE ACT AND PERMITTING AN OFFER OF EX- 
CHANGE PURSUANT TO SECTION 11 OF THE 
ACT. 


On September 12, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10868) of an 
application filed on August 17, 1979, and an amend- 
ment thereto on September 7, 1979, by Investors’ 
Municipals-Income Trust (and its predecessors 
Insured Municipals-lncome Trust and The First 
National Dual Series Tax-Exempt Bond Trust), 
Investors’ Municipal-Yield Trust, Investors’ Govern- 
mental Securities-Income Trust, and Investors’ 
Corporate-Income Trust (the ‘Corporate Fund”), 
each registered under the Investment Company Act 
of 1940 (‘‘Act’’) as a unit investment trust 
(collectively referred to herein as the’‘Funds”’) their 
sponsor, Van Kampen Sauerman, Inc., and a 
co-sponsor of the Corporate Fund, Dain, Kalman & 
Quail, Inc. (collectively with the Funds referred to as 
the ‘‘Applicants”), for an order of the Commission (1) 
pursuant to Section 11 of the Act permitting the 
exchange of units of any series of a Fund for units of 
any other series of the same Fund at net asset value 
plus a fixed and reduced sales charge of $15 per unit 
pursuant to a conversion option, and (2) for an order 
pursuant to Section 6(c) of the Act exempting such 
transactions of the Applicants from the provisions of 
Section 22(d) of the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
granting of the requested exemptions is appropriate 
in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended 
by the policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 11 of the Act, 
that the proposed offer of exchange be approved, 
and 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from 
the provisions of Section 22(d) of the Act, to the ex- 
tent requested, be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10896/October 9, 1979 


In the Matter of 


NEL CASH MANAGEMENT ACCOUNT, INC. 
501 Boylston Street 
Boston, Massachusetts 02117 


(812-4512) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR ORDER OF EX- 
EMPTION FROM RULES 2a-4 AND 22c-1 THERE- 
UNDER. 


NOTICE IS HEREBY GIVEN that NEL Cash Manage- 
ment Account, Inc. (‘Applicant’), registered under 
the Investment Company Act of 1940 (’’Act’’) as an 
open-end, diversified, management investment 
company, filed an application on August 2, 1979, and 
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an amendment thereto on September 17, 1979, for an 
order pursuant to Section 6(c) of the Act, exempting 
Applicant from the provisions of Rules 2a-4 and 22c-1 
under the Act to the extent necessary to permit 
Applicant to calculate its net asset value per share 
using the amortized cost method of valuing portfolio 
securities. All interested persons are referred to the 
application on file with the Commission for a state- 
ment of the representations contained therein, which 
are summarized below. 


Applicant states that it is a ‘‘money market’ fund 
that seeks to provide maximum current income con- 
sistent with preservation of capital and liquidity by in- 
vesting in high quality money market instruments. 
Applicant further states that it presently values its 
portfolio securities in accordance with the views of 
the Commission as set forth in Investment Company 
Act Release No. 9786 (May 31, 1977)(‘‘Release’’). In 
the Release, the Commission expressed its view that, 
among other things: (1) Rule 2a-4 under the Act re- 
quires that portfolio instruments of ‘‘money market’’ 
funds be valued with reference to market factors, and 
(2) it would be inconsistent, generally, with the pro- 
visions of Rule 2a-4 for a ““money market’ fund to 
value its portfolio instruments on an amortized cost 
basis. 


Applicant states that it sells and redeems its shares at 
a constant net asset value of $10 per share, and that 
this constant share value is presently maintained by 
declaring daily, as a dividend to shareholders, 
Applicant’s total net income. For this purpose, 
Applicant states that net income includes (i) all 
accrued interest on portfolio securities, plus or minus 
(ii) all long and short-term realized and unrealized 
gains and losses, less (iii) all expenses. Applicant 
notes that as a result of these policies, a sudden rise 
in interest rates or other factors might cause Applic- 
ant’s net income to be a negative amount, in which 
case Applicant would offset dividends accrued during 
the month for shareholder accounts by such negative 
amount. Applicant states that in the event such 
negative amount exceeded accrued dividends, to 
maintain a constant net asset value of $10 per share 
Applicant would reduce the number of its outstand- 
ing shares. 


Applicant states that its Board of Directors has con- 
cluded that it is in the best interests of Applicant's 
shareholders to adopt the amortized cost method of 
valuation in order to maintain Applicant’s $10.00 net 
asset value per share. Applicant further states that al- 
though it has thus far avoided the necessity of re- 
ducing the number of its outstanding shares in the 
manner described above by investing in securities 
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with relatively short maturities, the use of amortized 
cost valuation would remove the necessity for such 
action and would provide Applicant with greater 
investment flexibility. Applicant states that its pro- 
posed use of amortized cost valuation would, in 
addition, offer its shareholders the convenience of 
being able to value their investments in Applicant 
simply by knowing the number of shares they own. 


Ruie 22c-1 adopted under the Act Provides, in part, 
that no registered investment company or principal 
underwriter therefor issuing any redeemable security 
shall sell, redeem, or repurchase any such security 
except at a price based on the current net asset value 
of such security which is next computed after receipt 
of a tender of such security for redemption or of an 
order to purchase or to sell such security. Rule 2a-4 
adopted under the Act provides, as here relevant, 
that the ‘‘current net asset value’’ of a redeemable 
security issued by a registered investment company 
used in computing its price for the purposes of distri- 
bution and redemption shall be an amount which 
reflects calculations made substantially in accordance 
with the provisions of that rule, with estimates used 
where necessary or appropriate. Rule 2a-4 further 
states that portfolio securities with respect to which 
market quotations are readily available shall be valued 
at current market value, and that other securities and 
assets shall be valued at fair value as determined in 
good faith by the board of directors of the registered 
company. 


Section 6(c) of the Act provides, in part, that the 
Commission, upon application, may conditionally or 
unconditionally exempt any person, security or trans- 
action or any class or classes of persons, securities or 
transactions, from any provision or provisions of the 
Act or of the rules thereunder, if and to the extent 
that such exemption is necessary or appropriate in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicant submits that the granting of an exemption 
to enable it to utilize amortized cost valuation would 
be appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Applicant further submits that the rationale 
which the Commission has followed in granting ex- 
emptive orders to permit certain ‘‘money market’ 
funds having net asset values of $1.00 per share to 
adopt the amortized cost method of valuation, should 
apply equally to Applicant’s proposal. Applicant 
asserts that the fact that its net asset value per share 
is $10.00, rather than $1.00, should not alter the 





Commission's position because Applicant’s share- 
holders would be exposed to no greater risk than 
would be the case of Applicant were to price its 
shares at $1.00.Applicant states that its shares are 
sold at $10.00, rather than at $1.00, because by so 
doing it reduces the cost of authorizing capital under 
Massachusetts state law. 


Applicant states that the following conditions may be 
imposed in an order granting the exemption it 
requests: 


1. In supervising Applicant’s operations and dele- 
gating special responsibilities involving portfolio man- 
agement to Applicant’s investment adviser, Appli- 
cant’s Board of Directors undertakes —as a particular 
responsibility within the overall duty of care owed to 
its shareholders—to establish procedures reasonably 
designed, taking into account current market 
conditions and Applicant's investment objectives, to 
stabilize Applicant's net asset value per share, as 
computed for the purpose of distribution, redemption 
and repurchase, at $10.00 per share. 


2. Included within the procedures to be adopted by 


the Board of Directors shall be the following: 


(a) Review by the Board of Directors, as it 
deems appropriate and at such intervals as 
are reasonable in light of current market 
conditions, to determine the extent of 
deviation, if any, of the net asset value per 
share as determined by using available 
market quotations from Applicant’s $10.00 
amortized cost price per share and the 
maintenance of records of such review. 


(b) In the event such deviation from Appli- 
cant’s $10.00 amortized cost price per share 
exceeds 1/2 of 1 percent, a requirement that 
the Board of Directors will promptly consider 
what action, if any, should be initiated. 


(c) Where the Board of Directors believes 
the extent of any deviation from Applicant's 
$10.00 amortized cost price per share may 
result in material dilution or other unfair 
results to investors or existing shareholders, 
it shall take such action as it deems appro- 
priate toeliminate or reduce to the extent rea- 
sonably practicable such dilution or unfair re- 
sults, which may include: redemption of 
shares in kind; selling portfolio instruments 


prior to maturity to realize capital gains or 
losses, or to shorten the average portfolio in- 
struments prior to maturity to realize capital 
gains or losses, or to shorten the average 
portfolio maturity of Applicant; withholding 
dividends; or utilizing a net asset value per 
share as determined by using available mar- 
ket quotations. 


3. Applicant will maintain a dollar-weighted average 
portfolio maturity appropriate to its objective of main- 
taining a stable net asset value per share; provided, 
however, that Applicant will not (a) purchase any 
instrument with a remaining maturity of greater than 
one year, or (b) maintain a dollar-weighted average 
portfolio maturity which exceeds 120 days. In fulfil- 
ling this condition, Applicant agrees that if the 
disposition of a portfolio instrument should result in a 
dollar-weighted average portfolio maturity in excess 
of 120 days, Applicant will invest its available cash in 
such a manner as to reduce its dollar-weighted 
average portfolio maturity to 120 days or less as soon 
as reasonably practicable. 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications there- 
to) described in paragraph 1. above; and, Applicant 
will record, maintain, and preserve for a period not 
less than six years (the first two years in an easily 
accessible place) a written record of the Board of 
Directors’ considerations and actions taken in 
connection with the discharge of its responsibilities, 
as set forth above, to be included in the minutes of 
the Board of Directors’ meetings. The documents 
preserved pursuant to this condition shall be subject 
to inspection by the Commission in accordance with 
Section 31(b) of the Act, as though such documents 
were records required to be maintained pursuant to 
rules adopted under Section 31(a) of the Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those instru- 
ments which its investment adviser determines 
present minimal credit risks, and which are of high 
quality as determined by any major rating service or, 
in the case of any instrument that is not so rated, of 
comparable quality as determined by Applicant’s 
Board of Directors. 


6. Applicant will include in each quarterly report, as 
an attachment to Form N-1Q, a statement as to 
whether any action pursuant to condition 2(c) above 
was taken during the preceding fiscal quarter, and, if 
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any action was taken, will describe the nature and 
circumstances of such action. 


7. Applicant's Board of Directors will make a deter- 
mination that, absent unusual circumstances, 
amortized cost value represents the fair value of 
Applicant's portfolio securities. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 30, 1979, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10897/October 10, 1979 


In the Matter of 


SELECTED MONEY MARKET FUND, INC. 
111 West Washington Street 
Chicago, Illinois 60602 


646/SEC DOCKET 


(812-4431) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
AMENDING AN EXISTING ORDER OF EXEMPTION 
FROM RULES 2a-4 AND 22c-1 UNDER THE ACT. 


Selected Money Market Fund, Inc. (‘Applicant’), 
registered under the Investment Company Act of 
1940 (‘‘Act’’) as an open-end diversified management 
investment company, filed an application on July 19, 
1979, and an amendment thereto on August 31, 
1979, for an order pursuant to Section 6(c) of the 
Act, amending Applicant's existing order of 
exemption from the provisions of Rules 2a-4 and 
22c-1 under the Act (Investment Company Act 
Release No. 10663, April 17, 1979) to the extent 
necessary to permit Applicant to calculate its net 
asset value per share using the amortized cost 
method of valuing portfolio securities. 


On September 10, 1979, a notice (Investment 
Company Act Release No. 10863) was issued of the 
filing of said application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered and it is found that 
the granting of the exemption requested pursuant to 
Section 6(c) of the Act is appropriate in the public 
interest and consistent with the protection of 
investorrs and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly,k 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the requested exemption from Rules 2a-4 and 
22c-1 under the Act be, and hereby is, granted, 
subject to the following conditions: 


1. In supervising Applicant’s operations and. dele- 
gating special responsibilities involving portfolio 
management to Applicant’s investment adviser, 
Appllicant’s board of directors undertakes—as a 
particular responsibility within the overall duty of care 
owed to its shareholders—to establish procedures 
reasonably designed, taking into account current 
market conditions and Applicant's investment 
objective, to stabilize Applicant's net asset value per 
share, as computed for the purpose of distribution, 
redemption and repurchase, at $1.00 per share. 





2. Included within the procedures to be adopted by 
the board of directors shall be the following: 


(a) Review of the board of directors, as it 
deems appropriate and at such intervals as 
are reasonable in light of current market 
conditions, to determine the extent of devi- 
ation, if any, of the net asset value per share 
as determined by using available market 
quotations from Applicant’s $1.00 amortized 
cost price per share and the maintenance of 
records of such review. 


(b) In the event such deviation from Appli- 
cant’s $1.00 amortized cost price per share 
exceeds % of 1 percent, a requirement that 
the board of directors will promptly consider 
what action, if any, should be initiated by the 
board of directors. 


(c) Where the board of directors believes the 
extent of any deviation from Applicant's 
$1.00 amortized cost price per share may 
result in material dilution or other unfair 
results to investors or existing shareholders, 
it shall take such action as it deems appro- 
priate to eliminate or reduce to the extent 
reasonably practicable such dilution or unfair 
results, which may include: redemption of 
shares in kind; selling portfolio instruments 
prior to maturity to realize capital gains or 
losses, or to shorten the average portfolio 
maturity of Applicant; withholding dividends; 
or utilizing a net asset value per share as 
determined by using available market quota- 
tions. 


3. Applicant will maintain a dollar-weighted average 
portfolio maturity appropriate to its objective of 
maintaining a stable net asset value per share; 
provided, however, that Applicant will not (a) 
purchase any instrument with a remaining maturity of 
greater than one year, or (b) maintain a dollar- 
weighted average portfolio maturity which exceeds 
120 days. In fulfilling this condition, Applicant under- 
takes that if the disposition of a portfolio security 
results in a dollar-weighted portfolio mturity in excess 
of 120 days, Applicant will invest its available assets 
in such a manner as to reduce its dollar-weighted 
average portfolio maturity to 120 days or less as soon 
as reasonably practicable. 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a written 
copy of the procedures (and any modifications 


thereto) described in paragraph 1. above. Applicant 
also will record, maintain, and preserve for a period 
not less than six years (the first two years in an easily 
accessible place) a written record of the baord of 
directors’ considerations and actions taken in 
connection with the discharge of its responsibilities, 
as set forth above, to be included in the minutes of 
the board of directors’ meetings. The documents 
preserved pursuant to this condition shall be subject 
to inspection by the Commission in accordance with 
Section 31(b) of the Act, as if such documents were 
records required to be maintained pursuant to rules 
adopted under Section 31(a) of the Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, to those dollar 
denominated instruments which the board of 
directors determines present minimal credit risks, and 
which are of “high quality’” as determined by any 
major rating service or in the case of any instrument 
that is not so rated, of comparable quality, as 
determined by Applicant’s board of directors. 


6. Applicant will include in each quarterly report, as 
an attachment to Form N-1Q, a statement as to 
whether any action pursuant to condition 2(c) was 
taken during the preceding fiscal quarter, and, if any 
action was taken, will describe the nature and 
circumstances of such action. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10898/October 11, 1979 


In the Matter of 


ST. PAUL MONEY FUND, INC. 
500 Bielenberg Drive 

P.O. Box 43284 

St. Paul, Minnesota 55164 
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(812-4514) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR ORDER 
EXEMPTING APPLICANT FROM THE PROVISIONS 
OF RULES 2a-4 AND 22c-1 UNDER THE ACT. 


NOTICE IS HEREBY GIVEN that St. Paul Money 
Fund, Inc. (‘Applicant’), registered under the Invest- 
ment Company Act of 1940 (‘‘Act’’) as an open-end, 
diversified management investment company, filed 
an application on August 6, 1979, and an amendment 
thereto on September 17, 1979, requesting an order, 
pursuant to Section 6(c) of the Act, exempting 
Applicant from the provisions of Rules 2a-4 and 22c-1 
under the Act to the extent necessary to permit 
Applicant to compute its net asset value per share, 
for the purposes of effecting sales, redemptions and 
repurchases of its shares, to the nearest one cent on 
a share value of one dollar (‘‘penny rounding’’). All 
interested persons are referred to the application on 
file with the Commission for a statement of the repre- 
sentations contained therein, which are summarized 
below. 


Applicant states that it is a ‘‘money market’ fund 
designed as an investment vehicle for individuals, 
fiduciaries and institutions with temporary cash 
balances or reserves, and that it has not yet 
commenced the distribution of its shares to the 
public. It further states that its investrnent objective 
will be to provide maximum current income to the 
extent consistent with stability of principal through 
investment in money market instruments maturing in 
twelve months or less. 


As stated in the application, in all respects other than 
its proposed use of penny rounding, Applicant 
proposes to value its portfolio securities in 
accordance with the views set forth in Investment 
Company Act Release No. 9786 (May 31, 1977) 
(“Release No. 9786’). In Release No. 9786 the 
Commission, among other things, expressed its view 
that it would be inconsistent with the provisions of 
Rule 2a-4 for ‘‘money market’’ funds to “round off’ 
calculations of their net asset values per share to the 
nearest one cent on share values of $1.00, because 
the calculation of net asset value per share in such a 
manner might have the effect of masking the impact 
of changing values of portfolio securities, and, 
therefore, might not ‘‘reflect’’ properly the values of 
the underlying portfolio instruments. 


Applicant states that while its net asset value per 
share could ordinarily be expected to remain $1.00 
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(rounded to the nearest cent) under its proposed 
pricing method, the net asset value per share could 
fluctuate based on the changes in the values of 
portfolio securities. To maximize the likelihood of 
maintaining the stability of its net asset value per 
share, Applicant further states that its board of 
directors may reduce or suspend the payment of 
dividends if net asset value per share should decline 
below $.997 and may supplement such dividends 
with other distributions if the net asset value per 
share should rise above $1.003. 


Rule 22c-1 adopted under the Act provides, in part, 
that no registered investment company or principal 
underwriter thereof issuing any redeemable securitly 
shall sell, redeem or repurchase any such security 
except at a price based on the current net asset value 
of such security which is next computed after receipt 
of a tender of such security for redemption or of an 
order to purchase or to sell such security. Rule 2a-4 
adopted under the Act provides, inter alia, that the 
“current net asset value’’ of a redeemable security 
issued by a registered investment company used in 
computing its price for the purposes of distribution, 
redemption and repurchase shall be an amount which 
reflects calculations made substantially in accordance 
with the provisions of that rule, with estimates used 
where necessary or appropriate. Rule 2a-4 further 
states that portfolio securities with respect to which 
market quotations are readily available shall be valued 
at current market value, and that other securities and 
assets shall be valued at fair value as determined in 
good faith by the board of directors of the registered 
company. Applicant submits that without an 
exemption from the provisions of Rules 2a-4 and 
22c-1 under the Act, it would be prohibited from 
determining its net asset value in the manner set forth 
above. Accordingly, it has requested exemptive relief. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security or transaction, or any class or classes of 
persons, securities or transactions, from any 
provision or provisions to the Act or of any rule or 
regulation thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and.consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


In support of the relief requested, Applicant submits 
that: (1) it believes that potential investors are vitally 
concerned that the net asset value of their shares 
remain stable and that such investors are not 
concerned with the differences in yield that may 





result depending upon whether Applicant's net asset 
value per share is calculated by rounding to the 
nearest one cent, as opposed to rounding to the 
nearest one-tenth of a cent; (2) granting the relief 
requested would provide sharholders of Applicant 
with the convenience of being able to determine the 
value of their shares simply by knowing the number 
of shares they own and would thus make the task of 
maintaining an investment record easier; (3) 
computing net asset value per share to the nearest 
one cent on a share value of one dollar will allow 
Applicant to maintain a constant net asset value per 
share under ordinary circumstances and thereby 
permit Applicant to serve the interests and 
requirements of its shareholders; and (4) its board of 
directors has determined in good faith that this 
method of calculating net asset value per share, 
under such circumstances, is appropriate and in the 
best interests of Applicant’s shareholders. 


Applicant submits that the exemptions from the 
provisions of Rules 2a-4 and 22c-1 under the Act 
which it has requested are appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. It states that the 
following conditions may be imposed in an order 
granting such exemptive relief: 


(1) That Applicant's Board of Directors, in 
supervising Applicant’s operations and dele- 
gating special responsibilities involving port- 
folio management to Applicant’s investment 
adviser, undertakes—as a particular responsi- 
bility within its overall duty of care owed to 
shareholders—to assure to the extent 
reasonably practicable, taking into account 
current market conditions affecting Appli- 
cant’s investment objective, that Applicant's 
price per share, as computed for the purpose 
of distribution, redemption and repurchase, 
rounded to the nearest one cent, will not 
deviate from $1.00. 


(2) That Applicant will maintain a dollar- 
weighted average portfolio maturity appro- 
priate to its objective of maintaining a stable 
price per share, and that Applicant will not (i) 
purchase an instrument with a remaining 
maturity of greater than one year, or (ii) 
maintain a dollar-weighted average portfolio 
maturity in excess of 120 days; and 


(3) That Applicant’s purchases of portfolio 
instruments, including repurchase agree- 


ments, will be limited to those United States 
dollar denominated instruments which the 
Board of Directors determines present 
minimal credit risks, and which are of high 
quality as determined by any major rating 
service or, in the case of any instrument that 
is not rated, of comparable quality as deter- 
mined by the Board of Directors. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 31, 1979 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549.A 
copy of such request shall be served personally or by 
mail upon Applicants at the address stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule O-5 of the Rules and Regulations 
promulgated under the act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George E. Fitzsimmons 
Secretary 
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In the Matter of 
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FIDELITY CAPITAL FUND, INC. 


and 


FIDELITY MANAGEMENT & RESEARCH COM- 
PANY 

82 Devonshire Street 

Boston, Massachusetts 02109 


(812-4507) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 17(b) OF THE 
ACT EXEMPTING PROPOSED TRANSACTION 
FROM THE PROVISIONS OF SECTION 17(a) OF 
THE ACT AND FOR AN ORDER PURSUANT TO 
SECTION 17(d) OF THE ACT AND RULE 17d-1 
THEREUNDER. 


NOTICE IS HEREBY GIVEN that Fidelity Trend Fund, 
Inc. (‘‘Trend’’) and Fidelity Capital Fund, Inc. 
(‘‘Capital’’) (hereinafter referred to as the ‘‘Funds”), 
each registered under the Investment Company Act 
of 1940 (‘‘Act’’) as a diversified, open-end, manage- 
ment investment company, and Fidelity Management 
& Research Company (“FMR”), the investment 
adviser to the Funds (all of which are hereinafter 
referred to as the ‘‘Applicants’’), have filed an appli- 
cation on July 18, 1979, and amendments thereto on 
September 20, 1979, and October 3, 1979, for an 
order of the Commission exempting from the 
provisions of Section 17(a) of the Act the proposed 
merger of Capital into Trend through the exchange of 
shares of Trend at net asset value, for the assets of 
Capital, and for an order pursuant to Section 17(d) of 
the Act and Rule 17d-1 thereunder permitting FMR 
and affiliated persons of FMR to participate in the 
proposed merger transaction. All interested persons 
are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Both Funds were organized on December 18, 1957, 
as Massachusetts corporations and both employ 


FMR, a Massachusetts corporation, which is a 
wholly-owned subsidiary of FMR Corporation, as 
their investment adviser. As of June 30, 1979, Trend 
had net assets of $426,008,300 and Capital had net 
assets of $184,131,561. FRM Corporation and its 
affiliated companies own 9546 shares of Trend and 
25,355 shares of Capital. In addition, various 
retirement plans for employees of FMR Corporation 
and its affiliated companies own 41,655 shares of 
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Trend and 31,552 shares of Capital. The Board of 
Directors of the Funds are identical, and their officers 
are substantially identical. Accordingly, Applicants 
state that each Fund may be deemed to be under the 
common control, and thus each Fund may be 
deemed to be affiliated persons of each within the 
meaning of Section 2(a)(3) of the Act. The 
Applicants also state that FRM is an affiliated person 
of each Fund within the meaning of Section 2(a)(3), 
and that FMR Corporation may be deemed to be an 
affiliated person of FRM within the meaning of that 
section. 


Pursuant to approvals granted by their Board of 
Directors, the Funds have entered into an Agreement 
of Merger (‘‘merger’’) under which Capital is to be 
merged into Trend. In accordance with Massachu- 
setts law, Trend shall be the surviving corporation, 
and the separate existence of Capital shall cease. The 
proposed merger in contingent, in part, upon (1) the 
approval of not less than a majority of the 
outstanding shares of each Fund; (2) the receipt of a 
ruling of the Internal Revenue Service or an opinion 
of counsel to the effect that the merger will 
constitute a tax-free reorganization; (3) the granting 
of the order of the Commission requested by the 
application, and (4) approval of an amendment of the 
Trend Advisory and Service Contract with FMR by 
the shareholders of each Fund. 


The number of shares to be issued to the share- 
holders of Capital will be determined by dividing the 
aggregate net asset value of Capital by the per share 
net asset value of Trend, all to be determined as of 
the close of the New York Stock Exchange on the 
effective date of the merger. On the effective date of 
the merger, all of the property and assets of Capital 
will be transferred to Trend and their outstanding 
shares will be converted into shares of Trend. Trend 
will also succeed to all of the liabilities and obligations 
of Capital. The valuation procedures to be used in 
determining the net assets of each Fund are the 
same. Each Fund will pay its respective expenses of 
consummating the merger, which are estimated to be 
approximately $100,000 in excess of the normal 
expenses of holding both Funds’ annual meetings. 
Expenses common to both Funds will be allocated on 
the basis of respective net assets. Shortly prior to the 
effective date of the merger, Capital will distribute to 
its shareholders a dividend taxable to them consisting 
of substantially all of its then undistributed net 
taxable income. Such dividends will be paid in 
additional shares of Capital or, at the election of each 
shareholder, in cash. 


As of May 31, 1979, Trend and Capital had capital 
loss carryovers of $18,579,000 and $118,875,000, 





respectively, and unrealized losses of $8,760,000 and 
$15,666,000, respectively. The Funds have deter- 
mined that the merger should be consummated on 
the basis of the relative net asset values of the Funds, 
and that use of a tax adjustment formula is not 
appropriate. Applicants state that there is no 
assurance that the surviving Fund (Trend) will be able 
to fully utilize any capital loss carryovers of Capital 
before they expire. In addition, Applicants state that 
any adjustment would reflect only the potential value 
of a deferral of tax liability to shareholders of Trend 
and would be likely to have an uneven impact on 
individual Fund shareholders in view of their different 
holding periods and tax bases for Fund shares and 
the various tax rates to which they are subject. 


Applicants state the Capital will retain any net taxable 
gains it may realize prior to the effective date of the 
proposed merger to the extent that such gains may 
be offset by its capital loss carryovers. Trend will 
retain only net taxable capital gains realized between 
January 1, 1979, up to the effective date of the 
merger. The Application states that to the extent of 
such retained net capital gains, and to the extent that 
additional net capital gains are realized by the 
surviving Fund (Trend) during the period from the 
effective date of the merger through December 31, 
1979, the close of its fiscal year, such gains will be 
offset by the surviving Fund’s capital loss carryovers 
and will not be distributed. Former shareholders of 
Capital who will have become shareholders of Trend 
will therefore not incur any tax consequences with 
respect to any realized net capital gains which exist 
on December 31, 1979. 


Trend’s investment objective is to seek possible 
growth of capital through interpretation of all factors 
believed to influence securities prices and fundamen- 
tal values. Capital’s investment objective is to seek 
growth of capital. While neither Fund places any 
restrictions on the type of security which may be 
purchased, both Trend and Capital have historically 
invested primarily in common stocks. Both Funds 
consider income return incidental to their capital 
growth objective. Both Funds also have substantially 
identical investment restrictions. If the effective date 
of the proposed merger had been August 31, 1979, 
each share of Capital’s outstanding common stock 
would have been exchanged for .345 shares of Trend 
common stock, and Trend would have issued a total 
of 6,865,890 shares for Capital’s net assets. In the 
opinion of the officers of the Funds the combination 
of the securities portfolios of Trend and Capital as a 
result of the proposed merger will not require the sale 
of any material amount of acquired portfolio 
securities. At present, the officers of the Funds do 
not expect that the sale of any acquired portfolio 


securities will be required. However, such sales may 
be made in the ordinary course of portfolio 
management. 


The shares of each Fund are the underlying invest- 
ment for two unit investment trusts registered under 
the Act, Fidelity Capital Investment Plans and 
Fidelity Trend Investment Plans. Effective June 18, 
1979, the sales charge on purchases of shares of 
Trend and Capital was eliminated, with investors 
being able to purchase shares on a no load basis. 
Since that date, holders of Trend and Capital Plans 
have been able to make investments under their Plans 
without deduction of sales charges, but with 
deduction of custodian charges and service fees as 
provided under the Plans. These policies will remain 
unchanged with respect to Capital Plans and Trend 
Plans after the effective date of the merger, with 
holders of Capital Plans purchasing shares of Trend. 


The form of Advisory and Service Contract between 
each Fund and FMR is identical. Both Contracts were 
adopted effective January 1, 1979, pursuant to 
shareholder approval and provide for a fee composed 
of three elements: a ‘‘Group” fee rate based on the 
assets of all registered investment companies advised 
by FRM; an individual Fund fee rate; and a 
performance adjustment based on the comparative 
investment performance of the Fund and the 
Standard & Poor's Daily Stock Price Index of 500 
Common Stocks (‘‘Index’’). Based on the assets of 
the Funds in the Fidelity Group for the month of 
June, 1979, the annualized Group fee rate for both 
Funds was .4774%. The annual individual Fund fee 
rate for both Funds is .12%. These two elements 
constitute the basic fee. The Contracts provide that 
the basic fee rate is to be adjusted by .02% for each 
percentage point of difference between the 
performance of the Fund and the record of the Index, 
up to an annualized maximum of plus or minus .2%. 


The period for comparing the performance and deter- 
mining the Fund’s average net assets, against which 
the fee rate is applied, is the prior 36 months. Until 
the Contracts have been in effect for 36 months, 
certain interim provisions are made. Under these 
provisions, (i) for each of the first 11 months the 
basic fee rate is applied to the Fund’s average net 
assets for that month, (ii) commencing with the 
twelfth month the Fund’s assets are averaged from 
January 1, 1979, through the month in question, and 
(iii) no performance adjustment will be made until 
December, 1979, at which point the performance 
period will be January 1, 1979, through the end of the 
month in question. After the Contract has been in 
effect for 36 months a “rolling 36-month period” will 
be used. 
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If the effective date of the proposed merger is 
November 30, 1979, the first month of the surviving 
Fund's performance adjustment and ‘‘average net 
assets’ would include 11 months of Trend’s sole 
performance and “average net assets’’ and one 
month of the combined Fund’s performance and 
“average net assets’. In order to generally equalize 
the performance adjustment of the combined Fund 
with the performance adjustments which would have 
been made for the two Funds separately, the 
Directors of the Funds have approved for submission 
to shareholders a proposed amendment to the Trend 
Advisory and Service Contract. Under this amend- 
ment a merger of Trend with another investment 
company advised by FMR which utilizes a 
performance adjustment would be treated as follows: 


a) The average net assets of Trend, for 
purposes of calculating the basic fee, shall 
include the average net assets of the 
acquired Fund on the date of the merger 
transaction (measured over the acquired 
Fund's performance period through the date 
of the transaction) as if they had been 
included in Trend from the first day of 
Trend's performance period existing on the 
date of the transaction through the date of 
the merger transaction, and 


b) For purposes of determining the perform- 
ance adjustment in any month, the net asset 
value of Trend on the first day of the 
applicable performance period shall be 
adjusted based on the dollar-weighted invest- 
ment performance of Trend and Capital for 
the period from the first day of such perform- 
ance period through the date of the merger 
transaction. 


In addition, under the proposed amendment a merger 
of Trend with an entity not previously advised by 
FMR, or if advised by FMR, not utilizing a perform- 
ance adjustment will be treated as follows: 


a) For purposes of determining the basic 
fee, the average net assets of Trend shall 
include the aggregate net asset value of such 
other entity on the date of the merger 
transaction as if such value had been 
included in Trend from the first day of 
Trend's performance period existing on the 
date of the transaction through the date of 
the merger transaction. One-twelfth of the 
basic fee rate is then applied to this amount 
of average net assets; and 
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b) For purposes of determining the amount 
of the performance adjustment, Trend shall 
compute its average net assets as currently 
provided under its advisory contract (i.e., 
without the adjustment provided in item (a) 
above). One-twelfth of the performance fee 
rate is then applied to such average net 
assets and the resulting amount is added to 
or subtracted from the amount of the basic 
fee. 


The Applicants state that the result of the proposed 
amendment will be to produce a performance adjust- 
ment which approximates that which would have 
resulted if the parties to a merger transaction had not 
merged. 


The Directors also considered the impact of 
calculating average net assets under the Advisory and 
Service Contract over the performance period in 
order to determine a Fund's average net assets 
against which its fee rate is applied. This averaging of 
assets provision will result in the average net assets 
of Trend (the surviving Fund) after the merger being 
substantially less than the aggregate average net 
assets of the two Funds if they had remained 
separate. The Applicants state that, assuming the 
effective date of the proposed merger is November 
30, 1979, and the net assets of Trend remained at the 
approximate level for the month of May, 1979, 
throughout the 36 month period commencing with 
Decemer, 1979, the reduction in the advisory fee paid 
by the combined Funds from that which would have 
been paid had the Funds not merged (ignoring 
potential differences in performance) would be 
$723,000 in the first twelve months, $418,000 in the 
second twelve months, and $167,000 in the final 
twelve months. The application states that the 
disinterested Directors of the Funds have determined 
as a general matter that the reduction in fee resulting 
solely from this method of calculating ‘‘average net 
assets” is inconsistent with this type of fee structure 
in a merger situation and that it would be inequitable 
in a merger transaction of the type herein contem- 
plated to calculate an advisory fee against an artifi- 
cially reduced level of average net assets rather than 
against the level of net assets actually being 
managed. Accordingly, the Directors have approved 
submission of the above proposed amendment of the 
Advisory and Service Contract of Trend to share- 
holders of each Fund in order to provide a more 
equitable method for the calculation of average net 
assets and the performance adjustment in the event 
of a merger or other business combination. 


The Applicants state that the Board of Directors of 
each Fund, a majority of whom are not interested 





persons of the Funds or FMR, concluded that the 
proposed amendment of the Trend Advisory and 
Service Contract was appropriate and unanimously 
voted to approve the amendment at a meeting held 
on September 14, 1979. The application also states 
that the disinterested Directors are of the opinion that 
the proposed amendment, as it relates both to the 
transaction contemplated herein and to business 
combinations involving Trend in general, does not 
involve overreaching on the part of any person 
concerned, does not result in participation by either 
Fund on a basis different from or less advantageous 
than that of any other participant, and is in the best 
interests of each Fund and its shareholders. The 
application further states that the proposed amend- 
ment relating to average net assets merely restores 
the status quo in a merger situation, in that it 
continues the “average net asset’’ level of the 
merged or combined companies at approximately the 
same level as it would have been had the companies 
not merged (where both are advised by FMR) or at a 
level comparable to that which would result if the 
Trend Advisory and Service Contract looked solely to 
the current month’s average net assets in calculating 
the advisory fee. With respect to the averaging of 
performance where both entities are advised by FMR 
and the acquired entity utilizes a performance adjust- 
ment, the Applicants argue that the proposed 
amendment will produce a performance adjustment 
which reflects the performance of both entities prior 
to the merger or combination. Finally, the application 
states that the proposed amendment will tend to 
produce compensation to FMR equal to that which it 
would have received if it served as adviser to the two 
entities separately. 


Section 17(a) of the Act, in pertinent part, provides 
that it shall be unlawful for any affiliated person of a 
registered investment company, or any affiliated 
person of such a person, acting as principal, to 
knowingly sell to or purchase from such registered 
investment company any security or other property 
except securities of which the investment company is 
the issuer. Section 17(b) of the Act provides that the 
Commission, upon application, may exempt a 
proposed transaction from the provisions of Section 
17(a) of the Act if the evidence establishes that the 
terms of the proposed transaction, including the 
consideration to be paid or received, are reasonable 
and fair and do not involve overreaching on the part 
of any person concerned, and that the proposed 
transaction is consistent with the policy of each 
registered investment company concerned and with 
the general purposes of the Act. 


Rule 17d-1, adopted by the Commission pursuant to 
Section 17(d) of the Act, provides, in part, that no 


affiliated person of any registered investment 
company and no affiliated person of any such person, 
acting as principal, shall participate in, or effect any 
transaction in connection with any joint enterprise or 
other joint arrangement in which such registered 
company is a participant unless an application 
regarding such joint enterprise or arrangement has 
been filed with the Commission and has been granted 
by an order. A joint enterprise or other joint arrange- 
ment as used in this Rule is any written or oral plan, 
contract, authorization or arrangement, or any 
practice or understanding concerning an enterprise or 
undertaking whereby a registered investment 
company, or any affiliated person of such registered 
investment company, or any affiliated person of such 
person, have a joint and several participation, or 
share in the profits of such enterprise or undertaking. 
In passing upon such application, the Commission 
will consider whether the participation of such 
registered investment company in such joint 
enterprise or joint arrangement on the basis proposed 
is consistent with the provisions, policies and 
purposes of the Act, and the extent to which such 
participation is on a basis different from or less 
advantageous than that of other participants. As 
noted above, FMR is an “‘affiliated person’’ of both 
Trend and Capital within the meaning of Section 
2(a)(3) of the Act. Thus, FMR in receiving shares of 
Trend as a result of the proposed merger transaction, 
which its officers and employees in their capacity as 
Fund officers developed and proposed to the 
Directors of each Fund and on which it will have 
voted, might be deemed to have a joint participation 
with Trend and/or Capital and therefore be engaged 
in a joint enterprise or arrangement prohibited by 
Section 17(d) of the Act and Rule 17d-1 thereunder 
without Commission approval. 


The Applicants assert that the terms of the proposed 
transaction are fair and reasonable to all parties, do 
not involve overreaching and are consistent with the 
investment objectives of each of the Funds and with 
the policies of the Act. The Applicants further re- 
present that although FMR’s participation in the 
proposed merger transaction will be on a_ basis 
different from the Funds, FMR will be treated no dif- 
ferently than any other shareholder of Trend or 
Capital and thus the Funds’ participation will not be 
on a basis less advantageous than FMR. The Appli- 
cants also note that FMR as an entity has not actively 
participated in the negotiation of and the preliminary 
activity with respect to the proposed merger 
transaction, although FMRs officers and employees 
in their capacity as officers of each Fund have done 
so. The Funds assert that the proposed merger is ad- 
vantageous to the Funds primarily because certain 
expenses, such as accounting, legal, Directors’ and 
custodian fees, shareholder meetings, preparation of 


SEC DOCKET/653 





shareholder reports, portfolio accounting and book- 
keeping fees, and filing fees will be reduced by 
reason of the combination of portfolio assets into a 
single entity. The Applicants state that it is estimated 
that first year operating expenses of the combined 
Funds will be approximately $150,000 lower than their 
anticipated level if the two Funds remain seperate. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than November 5, 1979, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
hereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission thereafter orders a hearing upon request 
or upon the Commission's own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10900/October 11, 1979 


In the Matter of 
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FIRST STATE CAPITAL FUND, INC. 
5507 South Lewis Street 
Tulsa, Oklahoma 74105 


(811-2347) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR ORDER DE- 
CLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY. 


NOTICE IS HEREBY GIVEN that First State Capital 
Fund, Inc. (‘‘Applicant’’) registered under the 
Investment Company Act of 1940 (‘‘Act’’) as a 
diversified, open-end, management investment 
company, filed an application on June 23, 1977, and 
amendments thereto on April 16, 1979, and 
September 24, 1979, for an order of the Commission, 
pursuant to Section 8(f) of the Act, declaring that 
Applicant has ceased to be an investment company 
as defined by the Act. All interested persons are 
referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant states that it is incorporated under the laws 
of the State of Delaware, and that it registered under 
the Act of February 25, 1972. Applicant further states 
that on January 8, 1973, it filed a registration 
statement under the Securities Act of 1933 
(“Securities Act’’) registering for sale to the public 
1,000,000 shares of its common stock. According to 
the application, such registration statement under the 
Securities Act was declared effective, and the public 
offering of Applicant’s shares commenced, on May 
23, 1973. 


Applicant states that on April 18, 1977, there were 
38,691,238 shares of its common stock outstanding 
with a net asset value of $8.027 per share, and that 
between April 18, 1977, and May 6, 1977, Applicant 
redeemed all of its outstanding common stock held 
by shareholders, except such stock held by its invest- 
ment adviser and principal underwriter, First State 
Financial, Inc. (‘‘FSF’’). Applicant further states that 
shares were redeemed at net asset value per share 
upon the request of the redeeming shareholders. The 
application states that (i) at the time of its filing, 
Applicant's assets consisted of cash in the amount of 
$3,040 and securities having the market value of 
$41,945, and (ii) Applicant has no debt or other 
liabilities outstanding. 





In pertinent part, Section 3(c)(1) of the Act excludes 
from the definition of “‘investment company” any 
issuer whose outstanding securities are beneficially 
owned by not more than one hundred persons and 
which is not making and does not presently propose 
to make a public offering of its securities. Applicant 
represents that all of its outstanding securities 
are owned by FSF and that FSF has fewer than one 
hundred shareholders. Applicant further represents 
that (i) it is not making and does not presently pro- 
pose to make a public offering of its securities; (ii) it 
does not propose to engage in any business activity 
other than that necessary to wind-up its affairs and 
(iii) if its application for an order pursuant to Section 
8(f) of the Act is granted, it will distribute all of its 
remaining assets to FSF. 


Section 8(f) of the Act provides, in part, that when 
the Commission, upon application, finds that a regis- 
tered investment company has ceased to be an 
investment company it shall so declare by order and, 
upon the taking effect of such order, the registration 
of such company under the Act shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 5, 1979 at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application 
accompanied by a statement as to the nature of his 
interest, the reasons for such request, and the 
issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any 
such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon 
Applicants at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule O-5 of the Rules and Regulations 
promulgated under the act, an order disposing of 
the application herein will be issued as of course 
following said date unless the Commission 
thereafter orders a hearing upon request or upon 
the Commission's own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 703/October 10, 1979 


LOWE MANAGEMENT CORPORATION 
CHRIS L. LOWE 


The Securities and Exchange Commission has 
ordered public administrative proceedings pursuant to 
Sections 203(e) and (f) of the Investment Advisers 
Act of 1940 (‘‘Advisers Act’’) against Lowe 
Management Corporation (‘‘LMC’’), a registered in- 
vestment adviser, and Chris L. Lowe (“Lowe”), 
LMC’s president, treasurer, director and majority 
shareholder. The proceedings are b ased upon allega- 
tions by the Commission's staff that: 


(1) Lowe was convicted in the State of New 
York of misdemeanors arising out of his con- 
duct as an investment adviser and the 
felonies of Grand Larceny and Tampering 
with Physical Evidence; 


(2) Lowe willfully aided and abetted willful 
violations by LMC of the anti-fraud provisions 
of the Advisers Act in that LMC, aided and 
abetted by Lowe: 


(a) withheld the funds of advisory clients; 
and 


(b) made untrue and misleading statements 
concerning the return of advisory clients 
funds; and 


(3) Lowe willfully aided and abetted LMC’s 
willful violations of Sections 207 and 204 of 
the Advisers Act and Rule 204-1(b) there- 
under in that LMC failed to amend its Form 
ADV investment adviser registration to reflect 
the fact of Lowe’s convictions. 


A hearing will be scheduled to take evidence on the 
allegations of the staff and to afford the respondents 
an opportunity to present any defenses they may 
have. The purpose of the hearing is to determine 
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whether the allegations are true and, if so, what, if 
any, remedial action would be appropriate. 








LITIGATION 





Litigation Release No. 8883/QOctober 2, 1979 


UNITED STATES v. AN-CAR OIL CO., INC. AND 
JOHN C. STERGE (District of Massachusetts Cr. No. 
) 


Willis H. Riccio, Administrator of the Boston 
Regional Office of the Securities and Exchange 
Commission, and The Honorable Edward F. Harring- 
ton, United States Attorney for the District of Mass- 
achusetts, announced on September 28, 1979 that a 
Federal Grand Jury sitting at Boston, Massachusetts, 
returned a nine-count indictment against An-Car Oil 
Company, Inc. and John C. Sterge of Boston, 
formerly of Beverly Farms, Massachusetts, charging 
them with conspiring to violate and violations of the 
anti-fraud provisions of the Federal Securities laws 
and the Mail Fraud Statute in connection with the 
offer and sale of securities in the form of limited 
partnerships and fractional, undivided working 
interests in oil and gas wells located in Ohio and 
Tennessee. 


The indictment alleged, among other things, that 
An-Car and Sterge, from May, 1965 to January, 
1978, offered and sold securities in approximately 130 
wells to approximately 800 investors located 
throughout the United States. The indictment further 
alleged that the offer and sale of these securities was 
effected through the use of fraudulent omissions and 
misrepresentations of material facts including, but 
not limited to, the use to which investors’ funds 
would be put; An-Car’s success in drilling oil and gas 
wells; that An-Car had made a significant discovery 
of an oil well in Fulton County, Ohio, when in fact it 
had not; that An-Car was insolvent and was only able 
to meet its obligations by continually selling to new 
investors; and that a substantial amount of the funds 
raised from investors was diverted to the personal use 
and benefit of Sterge. 
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Earlier, on May 24, 1976 the Securities and Exchange 
Commission filed a Complaint naming An-Car, Sterge 
and others as defendants in the United States District 
Court for the District of Massachusetts and seeking, 
among other things, a Temporary Restraining Order; 
Preliminary and Permanent Injunctions; the appoint- 
ment of a Receiver; and the disgorgement of 
investors’ monies, which the Commission alleged had 
been diverted by Sterge to his own personal use and 
to the use and purposes of the ‘‘Boston Minutemen”, 
a professional soccer team owned and controlled by 
Sterge which was at that time the Boston entry in the 
North American Loccer League. The Commission 
succeeded in obtaining the requested relief it sought, 
and Sterge ultimately disgorged money and pro- 
perties to the Receiver in the amount of $1,193,000. 
In the Complaint filed by the Commission in 1976, it 
alleged that An-Car, its affiliates and Sterge had sold 
interests in oil and gas leases to the public in an 
amount in excess of $9 million, in violation of the 
registration and anti-fraud provisions of the Federal 
Securities Laws (Lit. Rel. 7415). 





Litigation Release No. 8884/October 3, 1979 


U.S. v. PETER B. AHERN (U.S.D.C.E.D. Mich. 
Criminal No. 9-80290) 


James K. Robinson, United States Attorney for the 
Eastern District of Michigan, and William D. 
Goldsberry, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, 
announced that on September 27, 1979, Peter B. 
Ahern, of Novi, Michigan, was sentenced in the fed- 
eral court at Detroit to a prison term of one (1) year 
and to a fine of $5,000. Ahern was remanded into 
custody immediately to commence his sentence. 


Ahern had on August 7, 1979 entered a plea of guilty 
to one count of fraud under the Investment Advisers 
Act. The indictment returned on May 9, 1979 had 
charged, among other things, that Ahern, doing 
business as Option Associates and Option Manage- 
ment, Inc., had obtained money from individuals for 
the purpose of investing in securities; that Ahern 
opened accounts at two brokerage firms for this 
purpose; and that Ahern thereafter converted the 
funds. 





For further information see Litigation Releases No. 
8775 and 8858. 





Litigation No. 8885/October 4, 1979 


STATE OF NEW JERSEY v. RICHARD J. ARNOLD 
AND ARNOLD & CO., INC. 


Stephen L. Hammerman, Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, and David Linett, Prosecutor, Somerset 
County, New Jersey, announced today that on 
September 14, 1979, New Jersey Superior Court 
Judge Arthur S. Meredith sentenced Richard J. 
Arnold (‘‘Arnold’’) to a 5- to 7-year prison sentence. 
Arnold, who was the president, treasurer, director 
and majority shareholder of Arnold & Co., Inc. 
(“Registrant”), a broker-dealer formerly registered 
with the Commission, pled guilty to charges of, 
among other things, the embezzlement of 
approximatey $4.8 million from the Johns-Manville 
Federal Credit Union, a customer of Registrant. 


On July 31, 1978, Arnold and Registrant consented to 
the entry of a final judgment of permanent injunction 
enjoining Arnold and Registrant from violations of 
Sections 15(c) and 17(a) of the Securities Exchange 
Act of 1934 and Rules 15c3-1, 17a-3, and 17a-11 
thereunder. A permanent receiver was appointed for 
Registrant and Registrant is presently undergoing a 
court-ordered liquidation. SEC v. Arnold & Co., Inc., 
et al., Civil Action File No. 78-1613 (D.N.J. 1978). 


Additionally, on April 3, 1979, the Commission issued 
Findings and Order Imposing Remedial Sanctions 
accepting the offers of settlement of Registrant and 
Arnold whereby the broker-dealer registration of Re- 
gistrant was revoked and Arnold was barred from 
association in any capacity with any broker, dealer, 
investment company, investment adviser or municipal 
securities dealer. /n the Matter of Arnold & Co., Inc., 
et al., Admin. Proc. File No. 3-5577. 


For further information see Litigation Releases No. 
8496, 8499, 8953 and Securities Exchange Act 
Releases No. 15307, 15692. 





Litigation Release No. 8886/October 4, 1979 


STATE OF FLORIDA v. JAMES HARRY TOBIN, 
CITY PROPERTIES OF THE SOUTHEAST, INC., 
AND CITY INVESTING OF THE SOUTHEAST, INC. 
‘Ath Judicial District of Florida, 79-131-CF-Div. T) 


E. McRae Mathis, Assistant State Attorney, State of 
Florida, Jule B. Greene, Administrator, Atlanta Reg- 
ional Office, and William Nortman, Associate 
Regional Administrator, Miami Branch Office of the 
Securities and Exchange Commission announce that 
on September 25, 1979, James H. Tobin (’’Tobin’’) 
pleaded guilty to 16 counts of grand theft. He was 
sentenced to 10 years in a Florida prison and 
probation of 30 years or until he repays more than 
$600,000 to approximately 34 investors. Tobin is 
presently awaiting sentence in Sarasota, Florida on 
similar charges. 


The State of Georgia has indicted Tobin on 26 counts 
of violating the Georgia Securities Act of 1973 in con- 
nection with the sale of a bond issued by City 
Investing Of The Southeast, Inc. while no registration 
statement was in effect. 


The Commission filed a complaint, on March 15, 
1979, charging Tobin with violations of the registra- 
tion and anti-fraud provisions of the federal securities 
laws. The Commission alleged that Tobin, while 
employed as a registered representative with a 
broker-dealer registered with the Commission, 
offered and sold the securities of City Properties Of 
The Southeast, Inc. and City Investing Of The South- 
east, Inc. to members of the public without a regis- 
tration statement being filed, and omitted to state 
that he was an officer, director, and sole owner of 
said companies. Tobin consented to the entry of a 
Permanent Injunction without admitting or denying 
the allegations in the Commission’s complaint, and a 
Final Judgment of Permanent Injunction was entered 
by the Honorable Howell W. Melton, United States 
District Judge for the Middle District of Florida, on 
March 16, 1979. 


For further information see Litigation Release No. 
8705 dated March 28, 1979, and Rel. 34-15933. 
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Litigation Release No. 8887/October 4, 1979 


U.S. v. RICHARD H. SNOOKS (W.D., 
79-00109-01-CR-W-1) 


MO. 


Ronald S. Reed, Sr., United States Attorney for the 
Western District of Missouri; William D. Goldsberry, 
Administrator of the Chicago Regional Office; and 
John F. Kern, Attorney-In-Charge of the St. Louis 
Branch Office of the Securities and Exchange 
Commission announced that on September 28, 1979, 
Richard H. Snooks of St. Joseph, Missouri entered a 
plea of guilty to three counts of the fifteen-count 
indicement, which had been returned on August 20, 
1979 by a Federal Grand Jury in Kansas City, 
Missouri. 


The counts to which he pled builty involved two 
counts of securities fraud and one count of mail 
fraud. Sentencing was deferred pending receipt of 
the pre-sentence investigation report. 





Litigation Release No. 8888/October 9, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
COM/LINK INTERNATIONAL CORP., ET AL., 79 
Civil 5337 (TPG) (S.D.N.Y.) 


Stephen L.Hammerman, Administrator of the New 
York Regional Office of the Commission, announced 
the filing of a Complaint in the United State District 
Court for the Southern District of New York on 
October 9, 1979, seeking preliminary and permanent 
injunctions and other equitable relief against 
Com/Link International Corp. (‘‘Com/Link’’) and its 
president, Frank J. Landi (‘‘Landi’’), both of New 
Rochelle, New York. 


Simultaneous with the filing of the Complaint, the 
Commission applied for a Temporary Restraining 
Order, to restrain the defendants from soliciting the 
purchase of Com/Link securities and to freeze the 
company’s assets. The Application is pending before 
the Honorable Judge Grisea who has been assigned 
to the case. 
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The Commission's Complaint alleged that from 
October 1978 to the present, Com/Link and Landi 
have offered and sold securities valued at nearly $2 
million to approximately 300 members of the 
investing public in the form of common stock and 
inventory participation units known as “buy/sell 
agreements’, when no registration statement was on 
file with the Commission or in effect. 


The Complaint also alleges that the defendants 
violated the anti-fraud provisions of the federal sec- 
urities laws, in connection with the offer and sale of 
said securities, by making, to investors and 
prospective investors, misrepresentations of material 
facts and omitting to state material facts concerning, 
among other things: Com/Link’s financial condition; 
the existence of a trust account and performance 
bond purportedly established to protect investors’ 
funds; the ability of Com/Link to redeem the buy/sell 
agreements at maturity; the use of proceeds of the 
offerings; and the legality of the offers and sales. 


The Commission's motion for a preliminary injunction 
also seeks the appointment of a Special Fiscal Agent 
to oversee the operations of Com/Link and safe 
guard its assets for the protection of investors and to 
investigate and report to the Court regarding the 
financial condition of the company. 





Litigation Release No. 8889/October 10, 1979 


SEC v. ASSET MANAGEMENT CORP., ET AL. 
(S.D. Ind., Civil No. IP 78-34-C) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange Com- 
mission (Commission), announced that on Septem- 
ber 10 and 17, 1979, Federal Judge William E. 
Steckler entered final judgments permanently enjoin- 
ing Harold Franklin, Shirley Dixon, Asset Manage- 


ment Corp., Asset Development Company, Inc., 
Asset Securities, Inc., Buddy C. Stanley, Richard D. 
Hodgin, and Pocahontas Coal Processors, Inc. from 
future violations of the registration and anti-fraud 
provisions of the Federal securities laws. The final 
judgments entered against the above-named 
individuals and entities were issued in connection 
with the sale of limited partnership interests of A.M. 





Coal Partners-1976 A through E. The final judgments 
entered against Harold Franklin, Shirley Dixon, and 
Pocahontas Coal Processors, Inc. were also issued in 
connection with the offer and sale of promissory 
notes of Pocahontas Coal Reserves of W. VA.., Inc. 
In addition, Asset Development Company, Inc., 
Harold Franklin, and Shirley Dixon were ordered to 
provide the court with accountings of all proceeds 
they received from the sale of the securities. 


The aforementioned final judgments were entered in 
connection with a civil action that was filed by the 
Commission on January 16, 1978 in the Southern 
District of Indiana. The above-mentioned entities and 
individuals, among others, were named as 
defendants. The Commission's complaint alleged that 
in connection with the offer and sale of the limited 
partnership interests and promissory notes the 
defendants made misrepresentations and omitted to 
state material facts concerning, among other things, 
the use of the proceeds derived from the sale of the 
securities, the existence and ownership of leasehold 
interests, the application for and the granting of 
mining permits, and the existence of mining 
operations. The defendants consented to the entry of 
the final judgments without admitting or denying the 
allegations in the Commission's complaint. 





Litigation Release No. 8890/October 10, 1979 


SEC v. INTERNATIONAL FILM CORPORATION, ET 
AL. '(U.S. District Court, C.D., CV-77-1775-AAH) 


Leonard H. Rossen, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange Com- 


mission, announced that on June 22, 1979, the 
Honorable A. Andrew Hauk, Judge of the United 
States District Court in Los Angeles entered a Final 
Judgment and Order of Permanent Injunction 
enjoining Verland Thayne Whipple (Whipple) of Los 
Angeles, California, and three entities he controls, 
namely International Film Corporation, International 
Film Enterprise and General Film Corporation, from 
further violations of the registration and antifraud 
provisions of the federal securities laws. 


The Commission's complaint alleged, in substance, 
that Whipple organized and directed the sale of un- 
registered limited partnership interests and promis- 
sory notes in a fraudulent motion picture tax shelter 
scheme. Whipple and the above entities consented to 
entry of permanent injunctions without admitting or 
denying the allegations set forth in the Commission’s 
complaint. 


The remaining defendants in the Commission's action 
are Raymond F. Jones, Controlled Film Marketing, 
Inc., and Winston E. Christensen. For further infor- 
mation see Lit. Rel. No. 7937. 





Litigation Release No. 8891/October 10, 1979 


SEC v. WILLIAM THOMAS SPELLER ET AL. 
(W.D.TX/Midland-Odessa Div.)(MO-77-CA-050) 


Michael J. Stewart, Administrator of the Fort Worth 
Regional Office, announced that on September 19, 
1979, the Honorable Adrian Spears of the United 
States District Court for the Western District of 
Texas, Midland-Odessa Division, entered an order 
permanently enjoining William Thomas Speller 
(Speller), of Oklahoma City, Oklahoma, and Speller 
Oil Corporation (Speller Oil), of Tyler, Texas. The 
order enjoins Speller and Speller Oil from violating 
the registration provisions of the Securities Act of 
1933 (Securities Act) in connection with the offer and 
sale to the public of fractional undivided working in- 
terests in oil or gas wells or any other securities. The 
defendants consented to the entry of the order 
without admitting or denying the allegations of the 
Commission's complaint. The order also, by consent 
of the parties, dismissed with prejudice the remaining 
allegations of the complaints, namely, that Speller 
and Speller Oil violated the antifraud provisions of the 
Securities Act and the Securities Exchange Act of 
1934. : 


For further information, see Litigation Release No. 
8006. 
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